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Two Nordic stock 
exchanges to 
merge systems 

The Swedish and Danish stock exchanges will 
a n noun c e plans to merge their d ealing syst ems 
and create an integrated equities trading war . . 
ket, the first such tie-up among European 
bourses. The tie-up could mark the first step 
towards the creation of a pan-Nordic share mar- 
ket, embracing Oslo and Hels inki Page 15 

EU appeals against banana ruling: The 

European Union appealed against a World Trade 
Organisation ruling that its banana impart 
regime discriminated against US and Latin 
American producers. Page 8 

UN offers plan to eB n rf na to poverty: A 

plan to eliminate extreme poverty by early next 
century is put forward today by the United 
Nations Development Programme. Page 14 ; 

Price of ending world poverty. Page 6; Editorial 
Comment, Page 13 

Germany accepts EU Jobs chapter: Bonn 
said it would back an employment chapter in 
the revised Maastricht treaty, but it would not 
support costly job creation programmes 
operated from Brussels. Page 2 

Sinn F6fn given last chance for ceasefire 

The UK government 
gave Sinn F6in a final 
chance to declare a 
ceasefire, warning that 
it wanted a constitu- 
tional settlement for 
Northern Ireland 
agreed by next May. 
Northern Ireland secre- 
tary Marjorie Mowlam 
deft) said multi-party 
negotiations, which 
resumed last week, 
were in danger of “running into the sands". 

With despondency on both sides of the sectarian 
divide ahead of the traditional summer march- 
ing season, UK ministers are becoming exasper- 
ated at the lack of movement by the IRA and 
Sinn Fein. Page 9 

PadflCorp bids for Energy Group: 

Directors of Energy Group, the Anglo-American 
energy company recently demerged from Han- 
son, will meet today to consider a bid from US 
utility PacifiCorp. Page 15; Lex, Page 14 

US tobacco talks stall: Talks in the US 
tobacco wars appeared to stall amid disagree- 
ments between tile industry and anti-tobacco 
lawyers about how much power the federal gov- 
ernment should have to regulate the nicotine 
content of cigarettes. Page 5 

Doubts gro w over Malaysia dam: Doubts 
grew over the future of the Bakun dam in Mal- 
aysia after confirmation that a rights issue to 
finance it was a failure, with 63 per cent of the 
shares unsubscribed. Page 15 

Global phone charges set to tumble: 

New technology and global competition should 
speed the fall in international telephone costs, 
said Pekka Tarjanne, secretary general of the 
International Telecommunication Union. Page 8 

Cxoch bank ne go t ia te s cheap loan: The 

Czech National Bank has secured a $i.5bn 
standby facility at a cheaper rate than any other 
borrower from eastern Europe, reflecting fierce 
competition for emerging market loans. Page 15 

Turkish army warns islamistss Turkey’s 
armed forces warned the country’s Islamic poli- 
ticians that they were ready to act to protect the 
republic from religious extremism. Page 2 

Eurostar stowaways questioned: British 
police were questioning four stowaways, 
believed to be Russian, found beneath the floor 
of a Eurostar train from Paris. 

Nor w e gi ans mask UK socosr dub stake: 

Two Norwegian businessmen are seeking a 
stake in Wimbledon football club, near London, 
in a deal that could transform the finances of 
the UK Premier League club. Page 15 

Sydney Olympics look for light roHefc 

The organisers of the Sydney 2000 Olympics 
want to put Australia’s clocks forward during 
the Games to provide an extra hour of daylight 
for competition late In the day. 

Frsnch torn from wins to water: The 

French are increasingly spurning wine - even 
their own - and choosing water, said Inra. 
France's agricultural research institute. Page 14 


FT .com: the FT web site provides online news, 
comment and analysis at http://wwwJT.com 
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Clinton pays dearly for foreign policy pact 


By Bruce Clark In Wash in gton 

The Republican-led US 
Congress is extracting a heavy 
price from President BfQ Clin- 
ton’s administration for its 
cooperation in foreign policy. 

The House of Representa- 
tives was yesterday in the 
final stages of pawning an inter- 
national affairs bin, obliging 
the White House to merge var- 
ious US agencies that deal 
with the outside world. In the 
Senate, Republicans atm to 
impose strict conditions for 
agreeing to pay off US arrears 
to the United Nations and 
renew co-operation with the 


world body. Republicans and 
Democrats in the Senate have 
agreed on a proposal to pay 
off 8819m to the UN over three 
years, provided US dues are 
reduced and UN accounts 
subjected to closer 
inspection. 

While Republican leaders 
have softened their demand 
that payment be stretched 
over five years, they have 
scored a tactical victory by for- 
cing the White House to swal- 
low its objection to the princi- 
ple of legally imposed 
conditions or “ benchmarks " 

The payment falls well short 
of the SL3bn the UN secretar- 


iat thiwicR Washington owes. 
But Mr Kofi Annan, the sec- 
retary -general, was said to be 
“encouraged by a development 
which the US administration 
regards as a breakthrough”. 

The affairs bill 

would cover USAID, which dis- 
burses foreign assistance, tha 
US Information Agency and 
the Arms Control and Disar- 
mament Agency, all facing 
subordination- to, or merger 
with, the State Department 

Mr Clinton’s administration 
says the House proposal goes 
too far, too fast and that the 
House is trying to “micro-man- 
age” a streamlining process 


that requires a flexible 
approach. 

Blit the White House, as part 
of an unspoken deal that 
helped secure the ratification 
of the Chemical Weapons Con- 
vention, has folly accepted the 
principle that some agencies 
do need to he merged. 

While previous attempts by 
legislators to foist State 
Department reform on the 
White House have run into a 
presidential veto, congressio- 
nal observers say there is a 
good chance of a formula 
being agreed this year. Mr 
Clinton’s willingness to give 
some ground to its Republican 


critics reflects the huge politi- 
cal challenges his foreign pol- 
icy faces. 

These include the approval 
in the next few weeks of 
another year's extension in 
China's "most favoured 
nation” trading status - and 
the administration’s bid for 
“fast-track" authority to nego- 
tiate new trade deals in Latin 
America, which has been post- 
poned until autumn. 

But despite the spirit of com- 
promise in some areas, the 
White House looked certain to 
block a raft of amendments to 
the international affairs bill, 
many of them reflecting the 


concerns of ethnic and reli- 
gious groups. One anwjmlmgnt 
- the subject of recurring 
Hash** between Congress and 
the White House - would rein- 
state the Reagan administra- 
tion’s policy of denying family 
planning assistance to agen- 
cies connected, even indi- 
rectly, with abortion. 

Congressman Douglas 
Bereuter, Republican chair- 
man of the House Asia sub- 
committee, said foreign policy 
was increasingly being driven 
by ethnic lobbies active in law- 
makers’ home districts. 

World poverty plan, Page 14 


Santer looks for EU deal 


Compromise 
on jobs may 
help solve 
setback over 
stability pact 


By Lionel Barber and 
Neil Buckley in Brussels 

Mr Jacques Santer, president 
Of the European Cemmiati mi , 
will seek today to secure a deal 
allowing the new French gov- 
ernment to approve the budget 
stability pact that would 
underpin European monetary 
union, in exchange for a 
renewed EU-wide commitment 
to growth and job creation. 

France’s left-wing govern- 
ment yesterday nniterlingri its 
determination for success at 
next week's Amsterdam sum- 
mit, whose centrepiece is a 
new treaty to prepare the 15- 
member union for enlarge- 
ment. But it left., open 
details of a deal on the Ger- 
man-inspired stability pact to 
enforce budgetary discipline in 
the future euro zone. 

Mr Dominique Strauss-Kahn, 
the French industry apd 
finance minister, said yester- 
day: “We are clearly going to 
find a solution. No one wants 
to drag things out for the sake 
of it." But he added: “The 
question is to know bow we 
can obtain the balance we are 



French industry and finance minister Dominique Strnus-Kahn a fter y e s te r da y 's weekly cabinet meeting 


Pleura: AP 


Mr Santer will hold talks 
with both Mr Jacques Chirac, 
the French president, and Mr 
Lionel Jospin, the Socialist 
prime minister. He win stress 
that there can be no renegotia- 
tion of the stability pact, 
which is to be introduced 
alongside Emu an January 1, 
1999. 

Mr Santo 1 will hold out the 
prospect of a separate EU polit- 
ical declaration on employ- 
ment, and growth based on 
articles 102a and 103 of the 


Maastricht treaty which recog- 
nises the need for EU govern- 
ments to co-ordinate their eco- 
nomic policies. 

In a further sign of posable 
trouble before Amsterdam, 
senior EU diplomats in Brus- 
sels said there were still seri- 
ous obstacles to reaching 
agreement in the Maastricht 
treaty review conference, nota- 
bly on reforming the Union’s 
institutions and preserving the 
balance of power between 
small and large member states. 

The difficulties, which have 
been overshadowed by this 
week’s dash between the gov- 
ernment in Paris and the rest 
of the EU over the stability 
part, fuelled, reports that a sec- 
ond summit may be necessary 
to wrap up the treaty. 

In Paris yesterday, one day 


after Mr Chirac weighed in an 
behalf of a deal in Amsterdam, 
the government signalled it 
was ready to consider a com- 
promise which focused on job 
creation and growth. 

The German government 
threw its weight behind the 
compromise, saying it was 
willing to support an employ- 
ment chapter in the revised 
Maastricht treaty. Mr Helmut 
Kohl, the chancellor, is expeo- 
ted to drive home the message 
at tomorrow's Franco-German 
summit in Poitiers. 

Both Mr Chirac and Mr Jos- 
pin will attend the summit, 
Which Should offer important 
clues about the left-wing and 
right-wing “cohabitation” in 
the French government, and 
the margin for manoeuvre of 
the German government, 


where Mr Kohl is under pres- 
sure an monetary union. 

Meanwhile, it emerged that 
the British government was 
willing to strike a deal on 
deeper EU integration in jus- 
tice, immigration and home 
affairs policies. Assuming that 
Britain received a watertight 
guarantee: that it would retain 
control over its borders, the 


government was said to be 
willing to let other countries 
move asylum, visa and immi- 
gration policy into areas of EU- 
wide responsibility. 


Muddy waters. Page 2 
Editorial Comment and 
Observer, Page 18 
Lex, Page 14 


News Corp 
abandons 
its US 
satellite 
ambitions 


By Christopher Parkas in Los 
AngslM 

Mr Rupert Murdoch has 
abandoned his bid to compete 
in the fast-growing US satel- 
lite television industry and 
agreed to sell his fledgling 
ASkyB operation to his 
avowed enemies in the cable 
business. 

The surprise retreat marks a 
setback for his News Corpora- 
tion media group, which pio- 
neered satellite broadcasting 
in the UK and has interests in 
similar projects in Japan and 
Latin America. 

It follows the acrimonious 
collapse last month of a deal 
to merge ASkyB into EchoStar 
which has since prompted a 
$5bn breach of contract law- 
suit against News Corp. 

— In return for. its two high- 
power satellites and a federal 
licence purchased last year for 
a record 1682m, News Corp 
will take a non- voting 30 per 
cent stake, valued at SLlbo, 
in PrimeS tar, the second- 
biggest US satellite operator. 
News Coup said the deal was 
worth the equivalent of its 
investment in ASkyB so far 
plus interest 

PrimeStar, a limited part- 
nership run by a consortium 


Continued an Page 14 
Lex, Page 14 


Japan’s current account 
surplus rattles markets 


By Wiliam Dawkins in Tokyo 

Japan's politically contentions 
current account surplus 
almost doubled in the year to 
April, adding to trade tension 
between Tokyo and Washing* 
tan before next week’s Group 
of Seven summit 

The current account balance 
expanded by 92.7 per cent freon 
the TOQptb last year to 
Yl,092bn (59.411m), the finance 
ministry announced yesterday. 

The rise was in line with the 
expectations of many econo- 
mists bnt US officials 
expressed concern about the 
increase. 

This rattled the foreign 
exchange markets, which 
poshed the yen to a seven- 
month high of Y11047 to the 
dollar in Tokyo. 

The Japanese currency has 
risen nearly 12 per cent 
against the dollar since May. 
The Nikkei 225 share index 


dropped Lis per cent yester- 
day. Mr Lawrence Summers, 
US deputy treasury secretary, 
warned that a rising surplus 
might "hurt global growth and 
fuel protectionism". 

Mr Hiroshi Mitsuzuka, 
Japan’s finance minister, yes- 
terday warned against 
exchange rate instability and 
said the Japanese autho r ities 
would take appropriate action. 

Import growth in April was 
constrained by the drag on pri- 
vate spending created by a rise 
in Japanese consumption tax 
on April l, while exports con- 
tinued to surge, helped by a 
relatively weak yen. 

Accordingly, several private 
sector economists expect the 
surplus to grow less steeply in 
the next few months, head in g 
for a rise of about 10 per cent 
for the whole of this year, as 
Japanese domestic demand 
recovers from the tax shock. 

Japanese ministers will now 


be faced with the uncomfort- 
able task of trying to persuade 
their G7 partners at the Den- 
ver summit that Tokyo is seri- 
ous about stimulating domes- 
tic Hflmanri through economic 
deregulation. Export growth 
precipitated bitter trade rows 
in the early 1990s. 

“A few harsh words will be 
spoken in Japan’s direction in 
Denver," said Mr Richard Jar- 
ram, chief economist for ING 
Barings in Tokyo. “Domestic 
demand Is still weak and 
imports have lost competitive- 
ness." In yesterday's data, 
exports rose by 215 per cent, 
twice as fast as imports’ 95 per 
cent increase. Private-sector 
economists said the April 
increase in the surplus was 
partly a freak backlash against 
an unusual 17 per cent decline 
In the surplus in March. They 


Continued on Page 14 
Currencies, Page 23 
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NEWS: EUROPE 


Germans drop objection to 
jobs chapter in EU treaty 






EUROPEAN NEWS DIGEST 


By Peter Norman bn Bonn 


The German government 
said yesterday it would back 
the inclusion of an employ- 
ment chapter in the revised 
Maastricht treaty. However, 
ft would not support costly 
job creation programmes 
operated from Brussels. 

While signalling that Bonn 
would no longer reject the 
employment chapter at nest 
week’s European Union sum- 
mit in Amsterdam, Mr Klaus 
ftfaflcel , the foreign minister, 
made it clear that Germany 
would move only a small 
way towards giving employ- 
ment creation a bigger role 
In EU affairs. 

“We all want to create 
more jobs, " he said, referring 
to the ELTs 18m unemployed. 
“But it can't be done with 
articles in treaties.” Better 
European co-ordination of 
national measures was the 
way forward, he told the 
Bundestag, the lower house 
of parliament 

Despite the qualifications. 


Mr Klnkel’s comments 
nrmTVpft a determined effort 
by Germany to smooth rela- 
tions with the new French 
government. The latter 
caused alarm on Monday 
when it appeared to question 
the Bonn-Inspired stability 
pact far ensuring fiscal disci- 
pline in Europe's Suture sin- 
gle currency area. 

“As so often. Franco-Ger- 
man solidarity win he deci- 
sive In the final round of the 
conference," Mr Kinkel said. 
He expressed confidence in 
France’s support for Europe 
and the stability pact, and 
its determination to launch 
the euro on schedule on Jan- 
nary l, 1999 in compliance 
with the Maastricht treaty 
criteria. 

A survey by the respected 
AQensbach opinion research 
institute suggested yester- 
day that more than half the 
German people now expect 
the single currency will start 
punctually. 

Allens bach reported that 
54 per cent of respondents 


expected Emu from 1999 
compared with 46 per cent to. 
November. However, accord- 
ing to the poll, published in 
the Frankfurter AUgemeine 
Zeitnng newspaper, 48 per 
cent forecast that the stogie 
currency would bring higher 
Inflation. Only 7 per cent 
expected lower inflation and 
35 per cent feared higher 
unemployment against just 
10 per cent who expected the 
euro to create jobs. 

In his speech, Mr Kink el 
cautioned that Germany 
would not achieve all its 
goals In Amsterdam. 
Although “a good conclu- 
sion” was in reach, he 
warned against “too high 
expectations” that support 
would be forthcoming for 
subjects of specific German 
interest. These Included the 
sought-after guarantee for 
the status of public sector 
banks In European law. 

He underlined Germany’s 
determination to have more 
majority voting in the EU 
and to take EU foreign and 


security policy “out of the 
straitjacket of unanimity”. 
On the planned reform of the 
Union’s institutions, he said 
it was “decisive" for Ger- 
many to ifrnit the number of 
EU commissioners to future 
to 20 and to ensure that 
votes passed with a qualified 
majority represented about 
60 per cent of the ElTs popu- 
lation. 

Mr Ktohel made it Clear 
that Germany would press 
for a qualified majority vote 
to launch the process of flex- 
ible co-operation. This is the 
procedure it la developing 
with France which will allow 
groups of countries inter- 
ested in greater integration 
to push ahead without being 
blocked by others. 

While backing the Dutch 
presidency’s proposals for a 
far reaching “communitisa- 
tion” of law and order poli- 
cies, Mr Kinkel expressed 
understanding for UK and 

Irish demands tO maintain 
their border controls. 
Editorial comment. Page 13 
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Showdown on 
Russian budget 


home " 



Police and firefighters demonstrated to Bonn yesterday 
against a public sector squeeze planned in order to help 
Germany qualify for European monetary union 


UK muddies the waters over its ‘opt-out’ 


By Robert Taylor, Employment 
Editor, in London 


The UK government and the 
European Union headed for a pos- 
sible confrontation over employ- 
ment legislation yesterday as it 
emerged that Mr Tony Blair, the 
British prime minister, wants a 
two-year exemption from mea- 
sures passed under the social chap- 
ter after the UK has signed it. 

Britain says that when Its opt- 
out from the chapter comes to an 
end. probably in 1999, it should be 
allowed an exemption of at least 
two years from the two regula- 


tions already in existence and 
from any farther measures passed 
between now and the expiry of the 
opt-out. 

If the demand is accepted at next 
week's EU summit to Amsterdam, 
it wiB mean that no social chapter 
regulation would come into force 
to Britain until the run-up to the 
next general election to 2002. 

In particular, the UK would be 
able to wait at least until 2001 
before implementing the two exist- 
ing measures on works councils 
and unpaid parental leave. “What 
the UK wants is to keep its opt-out 
for four more years, and this is 


unacceptable,” said a senior EU 
official last night 

The UK government is also 
demanding full participation 
rights in all discussions in the 
social chapter, it accepts it cannot 
vote on measures that other EU 
states want to process through the 
social chapter, but it wants to be 
active in the debates. 

But many in the European Com- 
mission and some member states 
believe Britain may seek to influ- 
ence the outcome of social chapter 
discussions in a negative way by 
trying to block measures it dis- 
likes. “The UK wants to exercise a 


de facto authority, and at the same 
time enjoy its continuing social 
chapter opt-out for the time 
being,” said an EU official. 

Mrs Margaret Beckett, the trade 
and Industry secretary, and Mr 
David Bhmkett, the education and 
employment secretary, have 
assured Mr Padralg Flynn, the 
ED’S social affairs commissioner, 
that the UK government wants to 
sign the social chapter as soon as 
legally awd toriml tally possible. 

The C ommis sion believes it may 
take up to two years for the full 
process to be completed as every 
member state will have to ratify 


Turkish army 
piles pressure 


on Islamists 


By Kelly Couturier hi Ankara 


The Turkish armed forces 
turned the screws on the 
country's Islamist politicians 
yesterday by warning that 
they would use force if nec- 
essary to protect the secular 
republic from Islamic 
extremism. 

Speaking at general staff 
headquarters, Major General 
Fevzi Turk rat claimed that 
subversive activity aimed at 
transforming Turkey into an 
Islamic state had flourished 
under the year-old govern- 
ment of the Islamist Mr Neo- 
mettin Erbakan. 

Gen Turkeri, chief of intel- 
ligence in the general staff, 
said that the growing sub- 
versive movement Included 
about 30 groups "that are 
likely to engage in terrorist 
activities”. He pointed to a 
surge of Islamist sects, 
schools and media across the 
country as further evidence 
of an emerging Islamist 
front 

Mr Erbakan’s Islamic- 
based Welfare party, he 
charged, had encouraged the 
movement by its moves to 
overturn dress codes that 
ban religious attire in public 
buildings, by holding a din- 
ner for religious sect leaders 
at the prime minister's 
offices, and by the provoca- 
tive statements of party 
members. 

Moreover, Welfare MPs 
“favouring political Islam 
have incited the people 
against the secular regime 
and the army". He was refer- 
ring to a Welfare-led demon- 
stration In Istanbul in May 
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attended by more than 
100,000 supporters to protest 
against plans backed by the 
military to close some reli- 
gious schools. 

Saying that the armed 
forces placed “the highest 
priority on fighting religious 
subversive activity", Gen 
Turkeri said the constitution 
obliged them to protect secu- 
larism, one of modem Tur- 
key’s founding principles- He 
also quoted the article in a 
military regulations book 
that calls on the army to 
protect the republic against 
domestic and foreign 
threats, by force if neces- 
sary. 

The briefing to the press, 
one of several planned for 
different professional groups 
by the general staff this 
week, was the latest salvo 
against Mr Erbakan, who 
continues to resist imple- 
menting a scries of military 
directives aimed at thwart- 
ing Islamic radicalism. 

The crisis between the mil- 
itary and the Islamists has 
brought Mr Erbakan's coali- 
tion government to breaking 
point. Pressure from the mil- 
itary and other quarters on 
the secular partner in the 
coalition, the True Path 
party led by Mrs Tansn 
Ciller, has led to a steady 
stream of defections, leaving 
the government without a 
real majority in Parliament 

In an attempt to appease 
their critics and hold on to 
power, at least in the short 
term, the coalition partners 
said earlier this month that 
they would push for early 
elections as soon as possible 
and that Mrs Ciller would 
take over as prime minister , 

But their plan appears 
shaky, as any call for early 
elections must be approved 
by parliament and their 



World Bank waves its 
chequebook at Russia 


By John ThomhiD 
in Moscow 


The World Bank has 
launched a big expansion of 
its lending prog ramm es in 

Russia, approving six loans 
last week worth a total of 
$884.Sm. 

Despite the fact that even 
seemingly innocuous pro- 


nomic advice, has been to 
support the government’s 
macroeconomic stabilisation 
drive: But in so doing it has 
attracted fierce criticism 
from Russian opposition pol- 
iticians and same powerful 
industrialists. 

By tying its loans to the 
government’s fulfilment of 
preconditions, such as hit- 


jects can raise the hackles of ting monetary targets and 
Russian nationalists, the implementing steps to liber- 


bank’s board said it was pre- ... 

pared to lend as much as 

$6bn over the next two Lending is SCt 
years, provided the govern- & 

raent stuck to its reform S03X, Dllt 

Mr Johannes Linn, the bank risks 

vice-president for Europe t . A 

and Central Asia, said the nftlTIff 3CCUSCCI 
Erbakan at prayer, coalition bank had a “tremendous n ° jji* 
brought to breaking point window of opportunity" to OI TTI 6 0. (111 Ti g 
over religions issue accelerate Russia's economic - 

recovery after President HI pOIlllCS 
swap of the premiership Boris Yeltsin's appointment - 


Erbakan at prayer, coalition 


swap of the premiership 
must be approved by Presi- 
dent Suleyman Demirel, who 
is charged with appointing a 
new prime minister-desig- 
nate in the event Mr 
Erbakan resigns. 

Amid the political stale- 
mate, the military is assum- 
ing an ever more prominent 
role to domestic and foreign 
policymaking, rebuffing and 
overruling Mr Erbakan with 
increasing frequency. 

The prime minister's state- 
ment over the weekend that 
the month-bid Turkish offen- 
sive in northern Iraq was 
nearly over was immediately 
denied by the general staff 
A reported attempt by Wel- 
fare to block additional 
funds requested by the mili- 
tary for the Iraqi offensive 
was short-lived, when Mr 
Erbakan issued a statement 
that the funds would be allo- 
cated immediately. 

On Tuesday, more than 
400 judges and prosecutors 
defied orders from the Wel- 
fare justice ministe r, Mr Sev- 
ket Kazan, to stay away 
from a military briefing 
arranged for them. 


of a radically minded gov- 
ernment 

The bank's latest loans are 
aimed at strengthening the 
budget, speeding up enter- 
prise restructuring, and rais- 
ing education and health 
standards. Future loans wifi 
focus even more closely on 
encouraging structural 
changes to the economy. 

Last month, Mr Anatoly 
Chubais, the first deputy 
, prime minister who is spear- 
! heading the reform drive, 
said he expected the World 
i Bank to take over from the 
1 International Monetary 

Fund as the main lending 
institution to Russia. 

The success of the govern- 
ment’s stabilisation pro- 
gramme, he said, meant it 
would not need to extend its 
three-year $l0.2bn budget 
support loan, agreed with 
the IMF to March 1996. But 
Russia would increasingly 
call on the bank to help fund 
concrete investment projects 
and structural reforms. 

The primary aim of the 
IMF. which concentrates on 
providing technical eco- 


alise the economy, the fund 
has been depicted as having 
a political a gwwria- 

Communist politicians fre- 
quently rail a gains t the IMF 
for dropping a “neutron 
bomb” on Russia’s economy, 
destroying people while pres- 
erving property. 

Mr Rem Vyakhirev, chair- 
man of the giant Gazprom 
gas monopoly, also whipped 
up nationalist sentiments to 
parliament earlier this year 
by accusing the IMF of being 
in league with western mul- 
tinationals to destroy the 
energy industry. 

Russian observers suggest 
that the IMF’s sister institu- 
tion, the World Bank, may 
also become embroiled in 
domestic Russian politics by 
so visibly supporting contro- 
versial economic reforms. 

Yesterday, the Kommer- 
sant business newspaper 
argued that politics 
remained the concentrated 
expression of economics - as 
Marxism-Leninism had 
taught - and warned that 
the bank could stray into 


dangerous waters. By 
encouraging tax reform, fur- 
ther privatisation, and 
restructuring of the gas and 
electricity industries, it 
would cut across powerful 
vested interests. 

“These reforms, as they 
are presented by the World 
Bank itself, not only have an 
economic content but a polit- 
ical purpose," the newspaper 
said. 

In outlining their plans in 
Moscow thi$ week, bank offi- 
cials stressed their role was 
to support the government’s 
stated objectives rath©: than 
to foist doctrinaire solutions 
on the country. But they 
also appeared aware of the 
s ensitiviti es that their lend- 
ing programmes could 
arouse. 

Mr Andrei Maikov, a bank 
official who is managing a 
project to improve the qual- 
ity and availability of school 
textbooks, was at pains to 
stress the impartiality of the 
bank's involvement in edu- 
cation. 

By de-monopolisms the 
textbook industry and 
encouraging the competitive 
selection of new textbooks, 
the bank was trying to pro- 
mote “modem" rather than 
overtly “capitalist" values, 
he said. 

Bank officials acknowl- 
edge their new strategy 
Involves high operational 
risks given the difficulties of 
disbursing and monitoring 
loans to Russia. The bank 
suspended the second 
tranche of an earlier $500m 
loan to help restructure the 
Russian coal industry after 
it became dear its proposals 
were not being fully imple- 
mented. 

But Mr T.trm said the hank 
would improve the imple- 
mentation of its loans, prom- 
ising that 80 per cent of its 
projects must be rated as 
satisfactory by mid-1997. 
That rating currently stands 
at (3 per cent 
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By Sander Thames in 
Brussels, Nefl Buckley 
in Strasbourg, and 
Maggie Uny In London 


The UK’s hopes that the 
first stage in lifting the 
European Union ban on its 
beef exports could begin 
soon were set back severely 
yesterday. A key EU com- 
mittee rejected British pro- 
posals as “inadequate". 

The scientific veterinary 
committee threw back a 
British plan to allow the 
export of beef from herds 
certified free of “mad cow" 
disease, requesting more 
Information and questi oning 
the reliability of UK data. 


Although the plan was 
drawn up by the previous 
Conservative administra- 
tion, the negative opinion is 
a heavy blow to the new 
Labour government, which 
had hoped its more concilia- 
tory approach would bring 
early progress. * 

The agriculture ministry 
said it was examining the 
committee's, conclusions, 
and would send officials to 
Brussels next Monday "to 
discuss the way forward”. 

The scientific veterinary 
committee is only an advi- 
sory body, bnt a positive 
opinion could have led to 
recommendations from the 
decision-making standing 


veterinary committee to the 
European Commission to 
allow the ban on certified 
herds to be lifted. 

The committee called for 
more Information on the 
spread of BSE, and esti- 
mates of the reliability of 
such data. It also wanted 
guarantees that UK feed was 
free of ruminant protein 
which can spread BSE. 

Mr Ian Gardiner, policy 
director of the National 
Farmers’ Union, said he had 
expected little from Brussels 
but rejected as “astonish- 
ing" the request for more 
data on feed. “Britain has 
the strongest audit trail of 
any European country.” 


He suggested the govern- 
ment should now posh for 
exports of beef from cattle 
born after last August 1, 
rather than certified herds. 

But fanners in Scotland, 
which has a higher propor- 
tion of BSE-free herds, and 
Northern Ireland, which has 
computerised tracking sys- 
tem for cattle, are likely to 
mai n ta in pressure to lift the 
ban on certified herds. 

Th e UK is expected to reft- 
crate in Brussels next week 
its concerns that other 
states are not matching the 
stringent controls it now 
has to place on BSEL 
Mr Jack Cunningham, UK 
agriculture secretary. 


threatened last week to ban 
beef imports from other EU 
countries unless they 
removed materials with a 
high risk of carrying BSE 
from animal carcases. 

Concerns were fuelled yes- 
terday by a report from the 
Commission to the Euro- 
pean Parliament suggesting 
Brussels would take legal 
action against four EG coun- 
tries for breaches of meat 
processing roles. 

The monthly report 
accused France, Germany, 
Sweden and Spain of foiling 
to implement new rales on 
heat treatment of 
waste products that might 
enter the food chain. 


Russia’s parliament yesterday chose to postpone a v«eo» 
goveromSt^Sis to slash spending this yeanm i a move 
which could leave the country without a realistic budget 
until autumn- Kremlin officials have 
legislature could be dissolved If it broke ta ’ 
recess later this month without backing' the rei ised 
budget In response the Communists, who dominate the 
parliament, have warned they may call a vote of 

confidence in the government 

The showdown has been triggered by a 
the reformist cabinet and the left-leaning parliament orer 
an austere mini-budget the government has 1™*°**“° ' 

SSaffi per cent shortfall in tax Section . Mtbwj* 
the government is already cutting spending ^t*”*** 
legislature's approval, international lenders are P_ rc ^"K 
fhe cabinet to win parliament’s backing as part of efforts 
to entrench Russia’s shaky democratic structures. 

Getting the legislature behind the spending cuts would 
also help deflect popular anger at the government latest 
round of belt tightening. However, legislator who were 
cajoled by the government to approve the 1997 budget 
only a few months" ago, are furious at being asked to 
accept another version now. They are also unwilling to 
I share blame for the sharp curtailment in state 
spending. Chrysda Freeland. Mascou.' 


Cypriot leaders agree to talks 

* * _ . - . ...Mm irlll 


the treaty, after the Amsterdam 
summit, before the UK can be 
within the social chapter. 

Mr Flynn fa v o ured a “fast track” 
approach through a “mini-treaty" 
to be signed by the end of the year 
solely on the UK opt-out issue. But 
this has been opposed by Italy, 
France, Belgium, Denmark and the 
Netherlands. 

However, many in the Commis- 
sion remain confused about the 
British attitude to the existing 
social affairs agenda. “We are baf- 
fled about what London really 
w a n t s . We are getting m i it e d mes- 
sages,” said one Official- 


Leaders of Cyprus’s Greek and Turkish communities will 
meet in New York on July 9 in their first encounter for 
nearly three years to try to break the deadlock in the 
i/ft Tg -gfanitirtK dispute dividing the island, the United 
Nations said yesterday. . 

Cypriot President Glafkos derides and Turkish Cypriot 
leader Rauf Dehktash said they would accept an 
invitation from Mr Kofi Annan. UN secretary-general, 
although the Greek Cypriot side is concerned that the 
Turkish Cypriots have not shifted their position to the 
dispute For his part, Mr Denktash said: “This meeting is 
not aTmori at reaching an immediate solution, but it is a 
beginning." Reuter. Nkosia 


Sweden pulls plug on N-plant 


The shutdown of Sweden’s nuclear power industry is to 
start next year, after parliament voted yesterday to close 
two reactors between 1998 and 2001. The outcome bad 
been expected, following an agreement earlier this year 
between the Social Democratic government and the 
progreen Centre and Left parties. A nine-hour debate 
anHpA m a comfortable majority in favour of closing the 
reactors at Barsebdck on Sweden’s west coast. Nuclear 
power accounts for half Sweden's electricity needs. 

Talks are in progress with Sydkraft, the listed power 
generator which runs the BarsebRck plant. It is 
demanding compensation for loss of generating capacity 
i and has raised doubts about the government's target of 
closing the plant before general elections in September 
next year. The Federation of Swedish Industries, which 
opposes the shutdown plan, puts the cost of closing 
Baraeback at SKrSObn ($3Bbn). Government estimates are 
considerably lower. Greg Mclvor, Stockholm 


Bulgaria names bank chief 


Hie Bulgarian parliament yesterday appointed Mr 
Svetoslav Gavriiski as central bank governor. He will be 
responsible for introducing next month a currency board 
monetary system backed by the International Monetary 
Fund. The 49-year-old governor was finance minister in 
the caretaker government which restored economic 
confidence earlier this year and is semi as a non-partisan 
expert who helped negotiate a $658m IMF loan last March. 

Mr Gavriiski was appointed under a new central bank 
law which paves the way for a currency board system 
designed to restore confidence in the lev and the banking 
Systran and to stabilise the economy. The lev will be tied 
to tiie D-Mark and the government will lose powers to 
subsidise the budget or bail out loss-making enterprises. 

The money supply will be tied to the level of foreign 
exchange reserves and the former central bank’s function 
as lender of last resort will be limited to three-month 
loans to commercial banks whose plight poses a risk to 
the banking sector. Theodor Troev. Sofia 


More Nazi-era funds found 


Investigators seeking Jewish assets lost during the Nazi 
era have been told that more than 200 additional accounts 
possibly belonging to Holocaust victims have been found 
in Swiss banks. The accounts are worth about 

Mr Elan Sternberg, executive director of the World 
Jewish Congress, said an international committee of 
investigators, led by Mr Paul Volcker. former US Federal 
Reserve chairman, was told about the discovery last week 
during a meeting to Jerusalem. 

Swiss bank officials originally believed they had found 
775 accounts holding SFr37.8m ($26m) to assets of 
Holocaust victims. Mr Volcker said last year that the 
banks had found more accounts, increasing the total 
unclaimed value by about 10 per cent. A full examination 
has yet to be announced, but an initial check of 51 
accounts found that only six, containing SFrll.000. 
belonged to Holocaust victims. AP, Washington 


Juppe quits party leadership 


Mr Alain JuppA the French prime minister swept from 
power by a leftwing victory to the recent parliamentary 
elections, announced yesterday he would not seek 
re-election as leader of France’s Gaullist RPR party. 

HSs decision clears the way for Mr Philippe SCgUin, 
former National Assembly speaker, to take over as leader 
of the conservative-minded party, founded by President 
Jacques Chirac. Reuter. Paris 


ECONOMIC WATCH 


Steady growth for Sweden 


giiv&in -'' ■ ■ J . Increased exports and 

- higher private 

Fterf'Gbp.ennual % change consumption helped 

\e ' i P &totato steady expansion 

'-v ^ of the Swedish economy in 

. the quarter. Gross 

domestic product was 1.6 

- 2 — per cent higher than a year 

■V M ag°. but 0.3 per cent below 

•- the final quarter oflast 

... year, according to the 

- 2 -H~ Li country’s central statistical 

■ ' bureau. The pace of growth 

.4 JP — — : — ;. was slightly lower thun 

market forecasts, but is 
— i — :.Y.l. j_l unlikely to derail 

... iw* «4 « . to #7 projections that the 

SMeccteMbwn . economy will grow by 

about IS per cent this year. 
The weak krona has helped power growth in exports. 

which were 7 per cent higher than a year ago, 

comfortably outstripping a 48 per cent jump in imports. 
Private consumption climbed 0.9 per cent 
However, Industrial investment fell 5.7 per cent, 
offering little hope of a significant fall in unemploymest 
Ot^stopher Brown-Humes, Stockholm 
■ Slovak real GDP growth slowed in the first quarter of 
1997 to 5.1 per cent year-on-year, after a 7.3 per cent rate 
for the same period to 1996. 
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NEWS: EUROPE 


Former Yugoslav prime minister to stand for president if federal poll held 


Election challenge for Milosevic 



Panic: T feel sorry for Milosevic 7 


By Guy Din more in Belgrade 

Mr Milan Panic, a naturalised 
American pharmaceuticals magnate, 
yesterday declared his intention to 
challenge Mr Slobodan Milosevic, the 
Serbian leader, if direct ei^H-ionc are 
held this year for the post of Yugoslav 
federal president. 

Mr Panic, chairman of the New York 
Stock Exchange-listed ICN Pharmaceu- 
ticals, quoted an opinion poll showing 
that 35 per cent of voters would sup- 
port him . against 27 per cent for Mr 
Milosevic and 20 per cent for Mr Vqjis- 
lav Seselj, an ultra-nationalist. 

. T wont run as Serbian president. My 
interest is the federal go vernm ent," Mr 


Panic said in an interview at his Bel- 
grade residen c e. 

Mr Panic, who defected to the west In 
1955, ran against Mr Milosevic for the 
Serbian presidency in December 1992 
and toed: 36 per cent of . the vote despite 
a campaign by state-run media portray- 
ing him as a US spy. He was Yugoslav 
prime minister for eight months from 
1992 but fell out with Mr Milosevic over 
the war in Bosnia. 

“We have two totally different views 
cm how due country should be run. But 
of course I was raised in America and 
he spent all his life rmripi- HBini m ^ 

1 fed sorry for him," Mr Panic said. 

Mr Milosevic, who is barred by the 
constitution from seeking a third term 


as president of Serbia, is aiming to 
prolong his lib-year reign by transfer- 
ring his power base to tie Yugoslav 
federal presidency, a hitherto figure- 
head post 

To boost his legitimacy the ruling 
Socialist party has proposed that the 
Yugoslav president he elected directly 
by Serbian and Montenegrin voters 
rather than by the federal assembly, as 
under the present Yugoslav constitu- 
tion. To secure the necessary changes, 
Mr Milosevic needs the support of the 
Montenegrin Socialists. But diplomats 
say be stands little chance of winning 
their backing; 

Montenegro, the only republic to stay 

with Serbia in the Yugoslav federati o n. 


has less than 10 per cent of its larger 
neighbour's population and would lose 
out in any presidential contest. Within 
the federal assembly, however, the 
Montenegrin Socialists can block the 
two-thirds majority Mr Milosevic needs 
to change the constitution. 

Mr Panic said Mr Milo Djukanovic, 
flw Mfwi+priagi-in prime minister, who 
is strongly opposed to constitutional 
change, was a dose Mend who might 
ramddor joining an electoral rarnp ai g 71 
against Mr Milosevic. 

If elections were to take place, Mr 
Panic would be the likely favourite of 
western governments, faced with a 
choice between him, the Socialists and 
the nationalist Mr Saselj. 



Milosevic: aiming to prolong reign 
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Czech PM’s cliffhanger victory fails to dispel survival fears 


By Vincent Boland m Prague 

The victory of prime 
minister Vdclav ki»tw? tn a 
cliffhanger vote of confi- 
dence on Tuesday night haw 
not dispelled doubts about 
the Czech gov ernme nt’s lon- 
ger-term survival as it pre- 
pares to give voters their 
first real taste of austerity. 

Although Mr Klaus won 
the vote by only 10Z votes to 
99 with the crucial support 


of an independent MP, there 
is optimism that the imme- 
diate political crisis has 
passed and that the coah- 
tkm's agreement to push on 
with tough spending cuts 
and price rises will allow 
the government to remain in 
office at least until the end 
of the year. Mr MiloS 
Zeman, main opposition 
leader, has suggested he 
does not w an t an election 
before mid-1998. 


Italy falls out 
of love with 
referendums 

Robert Graham on flag ging 
support for an instrument 
of reform introduced in 1974 

M r Marco PanneHa. an interesting indication a 
the veteran Radi- attitudes to privatisation, 
cal party polltl- In terms of domestic poh 


M r Marco PanneUa. 
the veteran Radi- 
cal party politi- 
cian. pioneered the referen- 
dum as an Instrument of 
reform in Italy with the 
introduction of divorce in 
1974. This Sunday he is hop- 
ing his fellow citizens will 
share his enthusiasm for 
change in referendums on 
seven more questions. 

He is having an uphill 
struggle. A lover of. stunts 
ranging from hunger strikes 
to marathon talk-ins and 
smoking joints in public, Mr 
PanneUa has now taken to 
forcing his way Into televi- 
sion studios dressed as a 
white-sheeted ghost, com- 
plaining that TV is refusing 
to give sufficient coverage to 
his latest campaign. 

Though this escapade has 
attracted considerable atten- 
tion, it is far from clear 
whether he has rekindled 
flagging public interest. 
Opinion polls suggest it win 
be touch and go to obtain 
the necessary 50 per cent 
quorum on Sunday. 

"The Radicals will always 
deserve credit for having 
changed public opinion on 
some key issues," observed 
the leftwing dally LTInitA. 
"But they could also go 
down in history as h aving 
created a reasonable instru- 
ment of democracy which 
ends up as an object of ridi- 
cule." 

In the wake of his 12 refer- 
endums voted on in one indi- 
gestible block in 1995, Mr 
PanneUa drummed up the 
necessary 500,000 signatures 
for no less than 20 more; a 
further 10 from other 

groups, mainly backed by 
regional governments. 

Last January the constitu- 
tional court rejected 19 of 
these - the most important 
being a proposal to abolish 
the remaining elements of 
proportional representation 
in parliamentary elections. 
Since then, four others have 
fallen by the wayside as a 
result of legislative changes 
which made voting on these 
matters unnecessary. 

Critics say none of the 
issues at stake is a great 
moral question or of genuine 
national importance worth 
the cost of printing more 
thaw 400m voting slips. How- 
ever, the Radicals say they 

are obliged to prod or bypass 

parliament because it con- 
tains too many vested inter- 
ests to be truly "reformist”. 

The most important refer- 
endum on Sunday Is on a 
call to abolish the "golden 
share" system incorporated 
into privatisation legislation 
in 1994. If It were removed 
the state would have no 
mw>M of retaining strategic 
control of key companies 
bring privatised, such as the 
oil and gas group Eni, the 
electricity company Enel, 
and the telecoms group Stat 
This national referendum 
coincides with a local one to 
Rome on whether to sell off 
the capital’s municipal muk 
nnri water compa ni es. The 
combined result could give 


an interesting indication of 
attitudes to privatisation. 

In terms of domestic poli- 
tics, only three of the other 
votes on Sunday are contro- 
versial: abolishing the Order 
of Journalists, the self-regu- 
lattog body which controls 
access to the profession; end- 
ing the right Of hunters to 
enter private property; and 
stopping the practice of pro- 
motion within the judiciary 
on pure seniority. 

Of the remaining threie, 
one would end magistrates' 
right to undertake extra-ju- 
dicial jobs, another would 
remove the discretionary ele- 
ment in allowing conscien- 
tious objectors to avoid mili- 
tary service, and the final 
one would get rid of the min- 
istry of agriculture. 

Two decades ago more 

‘The Radicals 
could go down 
in history as 
having created 
an instrument 
of democracy 
which ends up 
as an object of 
ridicule’ 

than two thirds of the elec- 
torate turned out in such ref- 
erendums. But by 1995 the 
percentage had dropped to 57 

per cent Except ’for privati- 
sation, the issues in Sun- 
day's vote only affect spe- 
cific interest groups and this 
has been reflected in the 
jack of public interest 

This apathy has been exac- 
erbated by the way in. which 
past referendum results 
have been so easily over- 
turned. 

In 1993, for example, pub- 
lic financing of political par- 
ties was abolished; but last 
December a new law re-in- 
troduced such funding with 
scarcely a whimper of public 
protest 

Another 1993 referendum 
abolished the agriculture 
ministry but it was simply 
converted by decree into the 
ministry of agricultural 
resources. 

The latest attempt to abol- 
ish the ministry in Sunday's 
package almost failed 
because the government of 
Mr Romano Prodl introduced 
new legislation to counter 
the referendum. 

The constitutional court 
ruled on Monday that this 
new legislation was insuffi- 
cient to Mock Sundays vote. 
But it would be surprising if 
the government did not take 
immediate remedial action if 
voters favour abolition of the 
ministry - not least because 
Italy needs a minister with 
an agricultural portfolio to 
deal with fellow European 
Union colleagues. 

ft is likely, too, that the 
g o v e rnment would legislate 

tofiH the gap created by abo- 
lition of the golden share. 


Financial markets 
responded well to the sMm- 
mest of government victo- 
ries. Share prices posted 
modest gains, while the 
korana, floated last month 
at the height .of the crisis 
and now the key barometer 
of investor sentiment, held 
steady on foreign 
exchanges. 

Mr Klaus's big test now is 
implementing the austerity 
measures, designed to 


reduce domestic demand 
and curb a swelling trade 
deficit. The cuts - which 
include total spending 
redactions of KC45.5bn 
(Jl^Jbn), or about 8 per cent 
of budget revenues - will 
hit across the board. A large 
slice will come from welfare 
and other social pa y ments. 

When combined with util- 
ity price increases, few 
Czechs will fail to notice the 
impact on their wallets. Bat 


Mr Klaus told parliament: 
"The g overnmen t is ready to 
tain* on fau lt, knowing 
that ft wfQ not be applauded 
for everything it does now." 

Analysts add public hos- 
tility to the austerity mea- 
sures would be reduced only 
if combined with other 
reforms the government 
pledged to undertake. Key 
areas are an overhaul of ft* 
legal system and a crack- 
down om white-collar crime. 


which has enriched a tiny 
elite at the expense of thou- 
sands of Investors in the 
vouchers-for-shares privati- 
sation drive. 

Unless there was some 
form of social consensus, 
"there will be the impres- 
sion that only some people 
have to make sacrifices 
while others do not," said 
MX Martin Kupka, econo- 
mist at Patria Finance. 

There was also a guarded 


reaction to a key concession 
Mr via™ made to the inde- 
pendent MP to ensure vic- 
tory - g ivin g parliament a 
say in important privatisa- 
tion Until now the 

gov ernm ent alone has had 
responsibility for selling 
state assets. 

While such a move is 
likely to delay Immediate 
progress on farther privati- 
sation Of the Thanking and 
energy sectors, in particu- 


lar, and could leave parlia- 
ment dependent on the 
whim of one MP, it could 
make the process less parti- 
san and more transparent. 

"If It forces the govern- 
ment to explain exactly 
what it Is doing and to bring 
concrete proposals to parlia- 
ment, that would be posi- 
tive. But only if ft can create 
a consensus around each 
sale," one investment 
banker mM. 
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ASIA-PACIFIC 


Jiang and Blair to 
attend HK handover 


Pakistan economy way off target 


By John FS&Snfl 
in Hong Kong and 
Quentin Peel bi London 


Presid e nt Jiang Zemin will 
head China's delegation to 
Hong Kong's handover at 
the end of the month, accom- 
panied by Mr LI Peng, the 
Chinese prime minister, the 
state media said yesterday. 

The British government 
will be represented by Mr 
Tony Blair, the prime minis- 
ter, and Mr Rolan Cook, the 
foreign secretary, it was con- 
firmed in London, ending 
months of diplomatic man- 
oeuvring about the level of 
the delegations. 

However, there win be no 
British presence at the Chi- 
nese ceremony to follow the 
midnight handover on June 
30. Hie boycott of the event 
has been agreed because it 
will involve swearing in the 
controversial Bering-backed 
Provisional Legislature, 
which will replace the exist- 
ing elected Legislative Coun- 
ciL 

Mrs Madeleine Albright, 
US secretary of state, says 
sbe will not attend the Chi- 
nese ceremony, and Britain 
hopes its EU partners will 
adopt a similar attitude. 


The high-powered Chinese 
presence at the ceremonies, 
which also includes Mr Qian 
Qichen, foreign minister, 
underlines the Importance 
China attaches to the 
resumption of sovereignty 
over Hong Kong. It will be 
the first time that a Chinese 
leader has set foot in the ter- 
ritory since it was ceded to 
Britain more than a century 
up ri a half ago. 

For China, the transfer of 
power symbolises the end of 
a period of weakness and its 
rise as an economic and polit- 
ical power. But while Mr 
Jtang will seek to reap politi- 
cal capital from his atten- 
dance, the boycott could 
prove an embarrassment. 

Members of the US con- 
gress said on Tuesday that 
they will follow suit, while 
Britain will raise the issue 
both at the EU summit in 
Amsterdam next week, and 
at the Group of Seven meet- 
ing in Denver, in the hope of 
persuading others not to 
endorse the unelected body. 

Mr Chris Patten, Hong 
Kong's governor, yesterday 
urged China to reconsider 
plans to combine the swear- 
ing-in of the territory’s new 
executive with the legisla- 


ture. “It would have been 
better, as would customarily 
happen, if the provisional 
legislature was being sworn 
in separately.’’ 

But Bering and file gov- 
ernment-in-waiting have 
shown little sign of conces- 
sions. Mrs Rita Fan, presi- 
dent of the provisional legis- 
lature, dismissed sugges- 
tions that the ceremonies 
could be divided. “Whether 
certain foreign powers wish 
to accept us or not, it doesn’t 
have any substantial mean- 
ing for cs. M she said. 

Mr Jiang's visit will only 
last a few hours before he 
returns to Beijing for cele- 
brations rnarfc-fng the hand- 
over. While in Hocg Kong he 
win represent China in the 
formal handover ceremonies 
at midnight, where Britain 
will be represented by the 
Prince of Wales. 

Mr Jiang's presence 
appears to be behind 

dMimnds that armed Chlrwgft 

troops be stationed in their 
barracks by mfrfnfg frt The 
issue threatens to create a 
dispute with Britain, which 
has resisted the presence of 
armed mainland troops 
before the handover. 

Editorial comment. Page 13 


Pakistan’s four-month-old 
government yesterday pub- 
lished economic figures that 
provide a dismal backdrop to 
its first budget tomorrow. 

The finance ministry's 
annual economic survey, 
based on the first nine 
months of the July-June 
financial year, showed that 
performance was considera- 
bly short of the targets set in 
last year's budget 

Gross domestic product 
grew &i per emit c om pared 
with a target of 63 per cent 
Agriculture, which makes 
file largest contribution to 
economic output grew 0.7 
per cent Its target was 5 per 
cent 

On the manufacturing 
; front Mr Sartaj Aziz, the 
finance minister, spoke of an 
“industrial crisis’’. 

"Large-scale manufactur- 
: ing has gone into minus (-1.4 
per cent) for the first thru* in 
our history,” he said. 

An 8.4 per emit growth in 
small-scale manufacturing, 
however, helped to lift the 
overall growth rate in manu- 
facturing to L8 per cent The 
target was 12 per cent 

Mr Aziz said industry suf- 
fered from high bnrffs (before 
cuts atmnnnftvf in March) , 
high i n t er es t rates and high 
electricity tariffs. Officials 
said total government reve- 
nues were likely to fall 15 
per cent behind target. 


Pakistan: high hopes, low marks 


July 1Q9£ — June J .937 


GDP growth 
Growth in Dcriculiyrc 


Otficid! foreign 
exchange reccrvc-c 



Export growth 
Import growth 
Budget deficit : - ;i GDI 
Current account deficit 



AH these factors win make 
for a difficult budget for the 
government of Mr Nawaz 
Sharif, who is a businessman 
turned politician. 

The markets and the Inter- 
national Monetary Fund will 
be looking closely for fresh 
tax reforms, in particular on 
collection, considered essen- 
tial for a new loan agree- 
ment. 

An earlier standby agree- 
ment with the fund col- 
lapsed in March when Pakis- 
tan fatted to m eet m nsi of 
the conditions. Officials say 
that, barring unexpected set- 


backs, they hope to finalise a 
new three-year loan agree- 
ment with the fund by Octo- 
ber. 

Pakistan has almost $35n 
in debt payments due by 
December fids year, it also 
has a wn onfhY y trade deficit 
of about $300m that needs to 
be financed. 

Mr Sharif’s administration 
is expected to announce 
details of new, simp ler tax 
returns to replace the widely 
criticised ones launched last 
year, which added sevo-al 
col umns seeking details on 
personal expenditures. Such 


changes would build upon 
earlier tax ’ reforms 
unnnmvurf bn March when 
corporate and personal tax 
rates were slashed. 

The effort is part of a cam- 
paign to encourage more 
Pakistanis to pay taxes. The 
country still has only a mil- 
lion income tax payers in a 
population of 140m. Evasion 
is rampant because of 
deep-rooted corruption 
among businessmen and tax 
collectors. 

Mr Aziz said recently: 
“Whenever you lower tax 
rates, there is International 


experience that tax evasion 
is reduced. But at the same 
time, you must tighten your 
audit and your monitoring 
machinery and that’s what 
we are doing.” 

A recent 20 per cent cut In 
import tariffs as a part of the 
new government’s liberalisa- 
tion policies, with the top 
rote of duties being reduced 
to 45 per cent, will also con- 
tribute to a fall in govern- 
ment revenues. 

Analysts will be looking 
for evidence that the new 
government will be intent on 
putting into practice the pol- 
icies that go with the grand 
claims. Ms Fatima Shah, 
country economic analyst at 
the James Capcl office in 
Is lama bad, says: “Pakistan’s 
three most Important policy 
problems are implementa- 
tion, implementation, imple- 
mentation.” 


No cuts are expected in 
defence expenditure. Hawks 
in the Pakistani establish- 
ment have recently found an 
opportunity to demand a 
stronger defence policy after 
reports that India had 
deployed short-range mis- 
siles dose to the Pakistani 
border. Also. India began to 
bring its new Russian Su-30 
fighter aircraft into service 
with its air force this week. 


Farhan Bokfaari 


ASIA-PACIFIC NEWS DIGEST 



Manila praises 
foreign banks 


The Philippine central bank yesterday gave strong 
endorsement or the performance of foreign banks in their 
first fun year in the country. It said that their investment 
had fuelled the country’s improved economic growth and 
helped finance industrial expansion. 

Ten foreign banks were granted licences to set up 
branches following the fiercely contested liberalisation of 
the sector in 1995. Between them, they brought 37.6bn 
pesos ($1.42bn) in new money into the financial system in 
1996. according to central bank figures. They also 
extended 45bn pesos in loans and investments to local 
companies. 


Hi • 



“What these figures show 
is that, contrary to the 
fears raised by some 
protectionist and 
inward-looking sectors of 
our society, the foreign 
banks have in fact brought 
in foreign capital that went 
to finance the expansion of 
key local industries that in 
turn helped sustain the 
record or Philippine 
growth,” said Mr Gabriel 
Singson, governor of the 
central bank < pictured left). 
Mr Sings on’s remarks may 
be interpreted as an early 
sign that he will permit 
further penetration of the 
local market by new 




ipimQ hUi 


i foreign banks. 

■ News of the foreign banks' strong performance 
accompanied an announcement from the Board of 
Investments that ft had approved projects worth 177.4bn 
pesos in the first five months of the year, a gain of 136 per 
cent - Justin Maroon, Manila 
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Japan’s central bank was yesterday granted nominal 
independence to set interest rates and a ban on holding 
companies was lifted, thus putting in place two planks of 
a reform programme in advance of “Big Bang” proposals 
to deregulate the financial sector. The upper house of the 
Japanese parliament passed a bill giving the Bank of 
Japan greater control over the operation of monetary 
policy. It also changed the law to allow the creation of 
holding companies that exist purely to bold shares in 
other companies. Both reforms win come into effect from 
next ApnL 

Another .crucial. plank of these changes will emerge 
tomorrow when government-sponsored advisory 
rommittees issue toe first detailed proposals for the “Big 
Bang” reforms in the banking, securities and insurance 
sectors Gillian Tett, Tokyo 


Australian housing recovery 

? est S niay sh ? wed ^ « sfroog recovery 
U Australia s housing market but the May monthly 

business survey from National Australia Bank the 

country's biggest commercial bank, indicated some 
ebbing of corporate confidence. 

™ e o t0tal nu “I»er i of housing finance approvals surged 
and now sfcUKls at 15.6 per cent 

^ the same monffi last year - figures 
**“ up ^ er ** Qf analysts’ expectations. By 
SUrvey f0und to* 1 “business 
to May despite ““ recent 

tans m interest rates”. Nikki Tait, Sydney 


Transit plea to Bangladesh 
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^ leadere »» Preying 

a transit route. A 45-member 
s ourth-eastera states stressed the 
b^effis of direct road transit between the main part of 
todmand^e seven states mainly cut off by Bangtedesh, 
during a five-day visit to the country. 

"The north-eastern region of India holds the potential to 

^ burgeoning markets of south-east 
Asia. Sudi a transit route could make the region a 
formidable centre of economic activity bv the turn of the 
century said Mr Shii FLS. Kumbat delation leader 
A link to replace the current circuitous road and rail 
route would generate a net Income of neariv SlOOm a 
year for Bangladesh, he added. 


250 killed in Sri Lanka attack 

Sri Unkan hoops began clearing northern areas 

yesterday after an offensive by separatist Tamil guerrillas 
on the army a forward defences left more than slfdead, 
including at least 58 government troops, the defence* 
ministry said. 


“Thearea has stabilised completely and troops are 
engaged ^clearing the vast area affected by the terrorist 
attack, the ministry said. It said more than i OGO 

ST 5 0 f J tan i 1 Ee,am rebels took part in the 
predawn attack on Tuesday on army defences 230km 
north of Colomba Reuter, Colombo 
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NEWS: THE AMERICAS 


AMERICAN NEWS DIGEST 


Battle over 
US tax cuts 


J — ** MUU wcoud U/lllilUU 

wtins k*e yesterday on an $85bn 
tax cut tall, as Democrats and Republicans fought a bitter 

r^SiM ? 006 batUe tmar 1011,801 

Administration officials worked hard to put oat the 


~ ,r. — . — — nimo micea oy me 

Republican chairman of tbs committee on Monday help 
the wealthy more than the poor. Meanwhile, Republicans 
touted their plan as helping middle-income females. 

Democrats are deeply divided over the tax plan, part of 

1° balance the federal budget Mr Robert 
Rubin. Treasury secretary, said the rots favoured the 
affluroL The proposals include cute in capital gains taxes, 
a ; fa child tax credit and a IL500 credit far the cost 
of tertiary education. 

Pr esident Bill Clinton said on Tuesday that the 
proposals violated the balanced budget agreement, 
because they provided too little for education credits end 
penalised the working poor. Patti Waldmeir, Washington 

Chretien in cabinet reshuffle 

Western Canada’s growing political was 

reflected in a cabinet shuffle unveiled yesterday by Mr 
Jean Chretien, prime minister. Several senior minister 
including Mr Paul Martin at finance and Mr Lloyd 
A xwort hy at foreign affaire, were not affected by 
yesterday's changes. The shuffle comes little more than a 
week after a general election tn which Mr CfarGtien’s 
Liberals won a second term in office, but with a reduced 
majority. 

. The western-based Reform party, which was formed a 
decade ago with the slogan “The West Wants In”, 
emer ged as the official opposition, tak-mg several seats 
from Liberals in Alberta and British Columbia. Reform's 
campaign platform reflected a perception in western 
Canada of the federal government’s favour itism towards 
French-speaking Quebec. 

The shuffle included the promotion of Ms Anne 
MrJ i el l a n. an Edmonton MP, from natural resources to 
justice and of Vancouver Island's Mr David Anderson 
from transport to the politically sens i tiv e fisheries 
ministry. Mr Sergio March! becomes international trade 
m i nis ter. Bernard Simon, Toronto 

Setback to Brazil reforms 

The Brazilian government’s attempt to push forward its 
constitutional re f or m programme faced a setback when it 
felled to defeat an opposition amendment to its civil 
service reform bQL 

Although the amendment does not do substantial 
damage to the civil service bill, it was the first in a series 
of votes scheduled for this week. The civil service bill is 
one of two key reforms aimed at reducing the budget 
deficit, which economists say Is crucial if the country’s 
low-inflation is to be secured. The hill could reduce 
government spending by the equivalent of 1 per cent of 
gross domestic product, economists estimate. The 
government secured only SOI votes against the 
amendment, seven short of the three-fifths majority it 
needs for constitutional reforms. 

The issue of land reform in Brazil came to the boQ 
again yesterday after Mr Jos6 Rainha Junior, one of the 
leaders of the landless labourers movement (MST), was 
sentenced to 26 years in prison for his involvement in the 
murder of two men. The BAST said it would appeal against 
the decision. Geoff Dyer, Sdo Paulo 

ADM at centre of new probe 

Archer Daniels Midlands, the US agribusiness group, 
which last year pleaded guilty to price-fixing charges in 
the US. is now the subject of a similar probe in Europe, 
the company said yestoday. 

ADM and several of its European subsidiaries are 
among the subjects of an anti-competitive practices 
investigation by the European Commission. The company 
said the Commission was looking at the possible 
participation of major manufacturers in anti-competitive 
practices or agreements in certain markets for a mino 
adds. Including lysine, a feed additive. 

ADM paid a record giOQm in fines last year after 
pleading guilty In the US to fixing prices of lysine and 
citric add, a food additive. Reuter, Chicago 


Deadlock as industry and lawyers disagree over government’s regulatory powers 

Tobacco talks in nicotine stalemate 


By Richard Tomkins 
in New York 

Peace talks in tbe US 
tobacco wars appeared to 
stall yesterday amid dis- 
agreements between tbe 
tobacco industry and anti- 
tobacco lawyers about how 
much power the federal gov- 
ernment should have to reg- 
ulate the nicotine content of 
cigarettes. 

Anti-tobacco negotiators 
said Britain’s BAT Indus- 
tries, which owns Brown & 
Williamson Tobacco, the 
third biggest US cigarette 


company, bad broken ranks 
with Philip Morris and RJR 
Nabisco, the top two US cig- 
arette makers, over the 
issue. 

BAT declined to comment, 
hut Mr Martin Broughton, 
tbe company’s chirf execu- 
tive, was believed to be plan- 
ning to fly to Washington 
tomorrow to take part in the 
talks. Negotiators are hoping 
his arrival will help break 
the deadlock, opening the 
possibility of a deal next 
week. 

The tobacco industry and 
lawyers representing states 


and individuals with law- 
suits pending against the 
industry are discussing a 
landmark settlement under 
which the industry would 
pay out $300bn or more over 
the next 25 years and accept 
tougher regulation in return 
for wide-ranging immunity 
from litigation. 

The two sides have been 
drawn together because both 
stand to make big .gains 
from such a deal But the 
terms proposed have drawn 
vigorous opposition from 
public health advocates, who 
believe a settlement will 


bring few, if any, benefits to 
society. 

As a result the negotia- 
tors are being forced to seek 
a deal that looks tougher on 
the tobacco industry. This 
has increased the risk that 
one or more of the tobacco 
companies will find the 
terms unacceptable. 

Yesterday's impasse 
appeared to have been 
caused by a proposal that 
the US Federal Drug Admin- 
istration should be able to 
order a gradual reduction in 
nicotine levels over a certain 
period, and ultimately ban 


nicotine in certain circum- 
stances. One observer said 
BAT opposed tWs provision 
because tbe company had a 
bigger international expo- 
sure than tbe US companies 
in the talks, and feared the 
provision would set a prece- 
dent for tougher regulation 
in other countries. 

However, this is not the 
only issue. Other sticking 
points include how much 
protection the industry 
should have from lawsuits 
brought by individual smok- 
ers, and whether punitive 
damages gHn nid be 



Martin Broughton; to 
to deadlock 


Dam wins 
approval 
with tough 
conditions 

By Imogen Mark in Santiago 

The Chilean government has 
imposed unusually tough 
conditions on its approval 
for a hydro-electric dam on 
the BioBio river. 

Conama, the government’s 
environmental watchdog, 
said the Ralco project’s own- 
ers, Endesa, Chile's biggest 
generating company, must 
over 20 years finance the cre- 
ation of a “biological 
reserve" of 3,800 hectares, 
amt monitor Wi* impact of 
the dam on plants and flab 

Endem must also start a 
form development project 
and give long-term technical 

imH mawtaring help t/0 the 78 

Pehuenche TwH»ti families 
who win be dfapfared from 
their faimas when the dam 
floods 3^00 hectares of their 
valley south of Santiago. 

The wimp an y has yet to 
win approval from Conadi, 
the council for native 
peoples, which must approve 
any chang e in ownership or 
use of Indian lands. A direc- 
tor of Conadi opposed to the 
dam was replaced by the 
government a month ago by 
a new appointee who is 
apparently more amenable 
to the plan. 

The project has divided 
tbe SJjOO or so Pehuenches 
who live in BioBio valley. 
Some families support the 
dam, which they see as 
bringing jobs to the area. 

An independent report an 
the impact at Endesa's Fan- 
gue dam further down- 
stream, commissioned by the 
International Finance Corpo- 
ration UFC), was critical erf 
Endesa’s past record on the 
environment and its treat- 
ment of Indians. 

The Ralco plant win gener- 
ate 3£80Gwh of electricity, 
almost 20 per cent of the 
capacity of the central power 
grid. 
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NOTICE published by the secretary of state under 
SUBSECTIONS 8(5) AND 10(6) OF THE TELECOMMUNICATIONS 
ACT 1984 

Tbe Seavwy of Sate hereby ghws oodet u follows. 
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US car workers find the going hard 


By Richard Waters in Detroit 

The picket lines this week 
around a General Motors 
pick-up truck plant in Pon- 
tiac, outside Detroit, teD the 
story of an ageing genera- 
tion of car workers - and of 
a problem that has thrown 
the US’s biggest carmaker 
and its unions into a run- 
ning battle in the mid-1990s. 

These are people in their 
40s and 50s, hired, like most 
of the workforce In the com- 
pany’s traditional Midwest 
plants, before the Japanese 
invasion that rocked the US 
auto industry in the 1970s 
and 1980s. 

GM survived - barely - 
and is now profitable a gain _ 
But, according to these strik- 
ers, the 1990s have been a 
time of joyless prosperity. In 
its efforts to raise profitabil- 
ity to a more sustainable 
level, GM has been tent on 
t rimming staff and outsourc- 


ing jobs to lower-paying, 
non-union suppliers. 

This simmering labour 
unrest has brought a wars- 
' ening series of local plant- 
level walk-outs over the past 
three years. 

Since the start of 1996, it 
has cost GM $L5bn in lost 
profits. And, with three key 
parts plants due to go on 
strike by this weekend, the 
carmaker could once again 
face a shortage of parts that 
would faring its North Amer- 
ican assembly lines to a halt 
- as happened early last 
year. 

Barring a last-minute 
agreement, a plant in Oak 
Creek, Wisconsin, that 
makes catalytic converters 
for all GM’s North American 
assembly lines, will go on 
strike at midnig ht tonight, 
and two other parte plants 
are threatening to walk out 
from tomorrow. 

The ageing, workers at 


Pontiac say they are simply 
working too hard. With 
fewer workers, it has become 
difficult for many to take 
holidays, while even lava- 
tory breaks have become 
problematic. Overtime, to 
many cases, has become 
obligatory. 

“The big thing isn’t the 
money - there’s just too 
many hours,” says Mr Tom 
Scott, 58. one of the picket- 
era. “We’re not 20 years old 
any more.” 

According to Mr Doug 
Fraser, a pest president of 
the United Auto Workers 
union, one thing links all 

these local flare-ups. “It’s the 
same basic issue: jobs,” he 
says. After seeing so many 
jobs disappear in the bad 
times, the UAW has decided 
to use the prosperity of the 
late 1990s to try to prevent 
the steady attrition in its 
ranks, he adds. 

GM, though, shows no 


signs of letting up. Accord- 
ing to the widely followed 
annual productivity study of 
the car industry conducted 
by Harbour & Associates, 
published yesterday, GM’s 
assembly plants employ 3^7 
workers for each car or 
truck the company builds in 
the US - one fewer than five 
years ago, but still more 
than Ford (which employs 
3.29) and Chrysler (3.09) and 
considerably more than US- 
based Japanese plants 
(which range from 2. 23 to 
2.67 workers per vehicle.) 

That gap should narrow as 
GM introduces new vehicles 
which are more efficient to 
build. GM’s new pick-up 
truck to be built in Pontiac 
this autumn, for instance, 
win require 30 per cent less 
labour, the company says. 

Under a series of labour 
agreements, the most recent 
of which was hammered out 
last year, the present genera- 


tion of workers has been vir- 
tually guaranteed jobs for 
life - or generous payments 
if no jobs for them exist. 

However, Mr David Litt- 
man, chief economist at 
Corner! ca, Detroit's biggest 
local bank, points out, this 
generation of car workers is 
nearing retirement 

Early next century, US 
carmakers will go on a hir- 
ing binge, bringing tens erf 
thousands of new workers 
into the industry. In many 
ways, it is over terms of 
these jobs that this summer's 
strikes are being waged. 

A more competitive car 
market will make this a 
tough fight for the UAW to 
win. “Are they trying to get 
the same pay and benefits 
[for these new employees] as 
for the past generation?” 
says Mr Littman. “It’s just 
not possible.” 

FT Auto Survey: Separate 
Section 
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Unita pressed to cut deal on diamonds 

Ry Urnni.h n. I ' •. . - 


ByBwnabyPhlBps 

^gala’s former rebel Unite 
“Moment Is coming under 
mcreasil « government pres- 
SST *? re ff h agreement on 
tte aflocatlon of the- coun- 

concessions, 
jwtb an est im a t ed $700m a 

dispute 
8 of about 
two-thirds of the country's 
production threatens to hold 
up implementation of the 
alphas* of these** 
cess which ended Angola’s 
cavil war. 

“Unita is being warned it 
te in a weak position, and it 
should sign now, rather 
nsk losing everything." said 
one diplomat in the capital 
Luanda. 

But Mr Jonas Savimbi. 
unita's leader, has expressed 
concern about his move- 
ment’s viability should it 
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lose its diamond areas. “The 
government has the oil, we 
need at least some of the dia- 
monds if we are to ever con- 
test elections again in 
Angola,” says one of 
Mr Savimbi 's close advisers. 

Although the 19-year con- 
flict between Unita and the 


MPLA government ended In 
1994, the former rebels have- 
remained in control of most 
of the Angolan countryside, 
and have carried on export- 
ing diamonds, principally 
through the Congo, formerly 
Zaire, whose ex-leader, for- 
mer President Mobutu Sese 


Seko, was a long-time Unita 
ally. . 

But President Mobutu's 
fall has compromised. Unita’s 
ability to trade diamonds, 
while simultaneously buoy* 
mg the confidence of the 
Angolan government 

In mid-May the Angolan 
army launched an offensive 
in the diamond-rich north- 
eastern province of Lunda 
Norte,, capturing several 
towns and villages in Uni ta- 
li eld territory. A Unita 
spokesman admits they have 
already lost control of some 
. diamond mines, while Indus- 
try analysts estimate the 
government may have cap- 
tured 10 per cent of the 
movement’s productive 
areas. 

Meanwhile, further build- 
ups of government troops 
have been reported in the 
north-eastern towns of 
Dun do. Cacola, Saurimo and 


Cafunfd. “The government is 
trying to concentrate Unita’s 
mind,” said an official 
involved in the Angolan 
peace process. 

Unita’s team of diamond 
negotiators have . been 
talking to their counterparts 
in the state Angolan 
diamond enterprise, 
Endiama, for more than a 
year. : 

With Endiama's blessing, 
Unita has established its 
own legal mining company,. 
Sodedade Geral das Minas 
(SGM). Two weeks ago, the 
Angolan - government 
awarded SGM the rights to 
prospect in two 'concessions: 
one in the southern province 
of Cuando Cubango, and nn» 
in the central highlands, 
around the Unita-beld town 
of Andulo. Diamonds are not 
being produced in either 
area at present, but the con- 
cession in Cuahdo-Cubango 


is believed to have exploit- 
■ able: Kimberlite -pipes ‘[dia- 
mond bearing structures), 
while the concession around 
Andulo is thought to have 
alluvial diamond deposits. 

But negotiations have.stal-. 

. led in other areas. Unite offi- 
cials say that SGM. was 
"offered exclusive rights;, to, 
prospect in die Luarica cun' . 
cession, in Luanda Norte; 
where both Unita and the:. 
Angolan government are. 
producing- diamonds. Unite 
alleges that the government 
has reneged on the earlier 
n grTppmcnrt^ and is trying- to . 
redraw the boundaries of the . • 
-concession to accommodate 
t>K» i- n twg y ts of Individuals 
in the government unit fh» 
army. 

Meanwhile, further to ' the 
west, Uhita has been offered 
a share hol ding in the Socle- 
dade Mlneira de Desenvoftd- 
meuto, SMD, the. consortium 


to which the government, 
has already awarded tbe cnir 
cdal Cnango. Valley, conces- 
sion." 1 

This . inclucLes Angola’s 
richest alluvial deposits,, 
which -are .being heavily 
mined by Unita, The move- ; 
iri ffT it "fi n * f a iled to 

reach agreement -vffih SDM, 
which is comprised of Aus- 
tralia’s Ashton Mining. Bra- 
zil's Odebrecbt, and 


- - "We ate^still hold most' of 
the Cuango vaDey. -and we 
: are not moving out until we- 
get a gOod . -profit-sharing 
-deal,” says a Units official: 

simfliir twiiot .are - going on. 
oyer the Uppa^Cuango cort 
.cession, which is also - In' 
Unxta-held territory, but 
which has been awarded by 
the government; to. . the 
Dutch-based International 
Defence and Security (IDAS), 


Red Cross disasters report points to poor accounting by NGOs, which handle three-quarters of aid deliveries 


By Frances wa/iams 
m Geneva 

Universal quality standards 
for aid agencies, equivalent 
to those used by business, 
are needed to improve aid 
delivery and better serve the 
victims of disasters, accord- 
ing to the latest annual 
World Disasters Report from 
the International Federation 
of Red Cross and Red Cres- 
cent Societies. 

The report, published yes- 
terday, says non-government 
organisations (NGOs) have 
ceased to be "gap-fillers” In 
disaster assistance, following 
decisions by many govern- 
ments to cut back their own 
relief efforts for budgetary 
and political reasons. 

Independent agencies now 
put more money into Africa 
than the World Bank and 
worldwide they handle as 
much as three-quarters of all 
aid delivered on the ground, 
the federation notes. 

Though most assistance is 
accounted for by seven or 
eight well established NGO 
networks, including the fed- 


eration, church groupings. 
Mddecins sans Fronti tires, 
Oxfam and others, tho num- 
ber of NGOs Is booming, the 
report says. 

In 1995 the Commission on 
Global Governance counted 
nearly 29,000 international 
NGOs and new ones spring 
up with each crisis. "In a 
h umani tarian world without 
rules or a controlling body, 
anybody can be a relief 
agency." 

An international evalua- 
tion of the Rwanda crisis 
conducted in 1996 found that 
almost a third of the 170 
agencies registered in the 
Great Lakes region had dis- 
appeared. The destination of 
$120m of the $L4bn spent on 
the Great Lakes disaster 
“was uncertain”. 

Mr Peter Walker, director 
of disaster policy at the 
Geneva-based federation, 
said this weak the missing 
money was not necessarily 
mis appropriated, but it was 
not properly accounted for. 
The Rwandan example 
clearly indicated the need * 
for professional standards. 


“If you ran the medical pro- 
fession like that, there would 
be real problems,” ha said. 

The federation, which has 
already developed a 10-point 
ethical code of conduct for 
its 171 national societies and 
other NGOs, is working with 
other leading NGO networks 
on a set of performance stan- 
dards far aid delivery which 
they hope to complete 
within a year. 

“Agencies must be able to 
lay down what disaster vic- 
tims have a right to expect 
in terms of what is delivered 
or secured, and how it Is pro- 
vided,” Mr Walker said. 

“What we need is the 
humanitarian equivalent of 
ISO {International Organisa- 
tion for Standardisation] 
international standards.” 

In the long-term, adher- 
ence to these standards 
could be a criterion for 
receiving funds from govern- 
ments and others, Mr 
Walker said, though no for- 
mal monitoring mechanism 
is envisaged for the time 
being. 

A “winnowing" of relief 


agencies In Industrialised 
countries is expected to fol- 
low a probable decline In 
official relief spending over 
the next few years, accord- 
ing to the report, though 
NGOs in developing coun- 
tries are Still pganHing 

Like the ISO 9000' quality 
mnnagempnt standards, the 
federation plans to maim its 
quality standards “client- 
oriented" to emphasise the 
responsibility agencies have 
to disaster victims as well as 
to donor governments and 
other fund-providers. 

Mr George Weber, federa- 
tion secretary genaal, notes 
that "traditionally, poor and 
vulnerable people looked to 
governments and their wel- 
fare systems for help”. Now 
they are increasingly relying 
on private charities which 
need to be accountable to 
those they are toying to help. 

Mr Weber said clear qual- 
ity standards would help 
NGOs in balancing the inter- 
ests of victims, donors and 
pressures to compete for 
funds and publicity, as well 
as guide them in making 




ethically-based Hfe-and-death- 
dedsions. 

Disaster relief has become 
a big industry, according: to 
the report In 1971 govern- 
ments spent less than $20Qm 
on disasters worldwide while 
by 1994 total crisis spending 
had reached $8bn. 

More than 136JXX) people, 
die each year in disasters, 
notably droug ht and famine. 


and by 2000 350m a year will 
be affected, the federation 
says. Drought and flooding 
each affect over 60m people 
a year while natural disas- 
ters of all kinds cost $87bn a 
year on average. 

. The report notes. that the 
-world’s refugee and dis- 
placed population fell by fen 
last year to 3a 7m. Govern- 
ments also reduced humani- 


tarian assistance and food 
aid. The number of natural 
-disasters last . year,: at 180, 
was down on 1995 but thrae 
was a 6 per cent increase in 
the number of people 
affected, reflecting • cata- 
strophic floods in China an d 
North Korea. . . 

World Disasters Report 1897. 
Oxford University Press, 
£15.99. ' ' 


UN sets $80bn as price of ending world poverty 

Andrew Balls looks at a report which urges a new global political co mmitm ent, to break the spiral of decline 


E xtreme poverty could* 
be eradicated across 
the world in the early 
part of the 2lst century, 
according to the 1997 United 
Nations Human Develop- 
ment Report 

It says the developing 
world has made progress in 
the last 30 years that took 
the industrial world a cen- 
tury to accomplish. More 
than 75 per cent or the 
world's population can now 
expect to live beyond 40. 
Child mortality rates have 
halved since I960, malnutri- 
tion has fallen by a third, 
and adult illiteracy by half.- 
But the report warns, 
there is no room for compla- 
cency: 800m people world- 
wide do not have enough to 
eat and 1 Jbn people live on 
less than $1 per day. 

The ei ghth annual UN sur- 
vey, compiled by a team of 
economists directed by Mr 
Richard Jolly, uses this $1 
per day poverty line as a 
base for international com- 
parisons. On this measure, 
poverty in developing coun- 
tries fell foam 34 per cent of 
the population in 1987 to 32 
per cent in 1993. South Asia 
accounts for 516m (89 per 
cent) of the world’s poor, 
Africa 219m (17 per cent of 
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the total), and Latin America' 
110m (9 per cent). 

China has contributed a 
large part of the decline in 
world poverty. However, 
while income poverty levels 
are felling in Asia, they are 
increasing in Africa and 
Latin America. 

But the report also intro- 
duces the more complex 
notion of “human poverty”, 
which focuses on lack of 
capabilities, rather than low 
income alone. The Human 
Poverty Index (HPI) mea- 
sures life expectancy (the 
percentage of people expec- 
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ted to die before the age of 
40); education levels (the per- 
centage of adults who are 
illiterate); and overall mate- 
rial provision (the percent- 
age of people without access 
to health services and safe 
water, and the percentage of 
children undo- five who are 
under weight). On this index 
the report estimates that a 
quarter of the developing 
worldJives In poverty. 

Trinidad and . Tobago, 
Cuba, Chile, Singapore and 
Costa Rica have made the 
most progess on this count, 
reducing human poverty to 


less than 10 per cent. 

Sub-Saharan Africa has 
the highest proportion of 
people in human poverty, 
and its fastest rate of 
growth. In seven African 
countries, Niger, Sierra 
Leone, Burkina Faso, Ethio- 
pia, Mali, Cambodia and 
Mozambique, human poverty" 
affects more than 50 par cent 
of the population. 

Between 1990 and 1994 per 
capita income in Sub-Saha- 
ran Africa fell by 2.4 per 
cent. Earlier, between 1970 
and 1992, GDP per head 
increased by only $73, com- 


pared to $420 In South Asia 
and $900 in EastAsia. Africa 
has failed to attract foreign 
investment, and excessive 
military expenditure and for- 
eign debt repayment have 
been a drain. The problems 
are worsened," says the 
report, by the Increasing, 
incidence of Aids, and vio- 
lent conflict in 30. African 
countries. 

Worldwide, the -Human 
Development = Index puts 
Canada in first place, fol- 
lowed by France,- Norway 
and the US. Japan comes 
seventh, the United King- 


dom 15th, Germany 19tb and 
Italy 21st, just above. Hong 
Kong, Cyprus and Barbados. 
At the bottom are Sierra 
Leone, Rwanda and Niger. 

The authors emphasise 
that developing countries 
need first to help themselves 
- to sitppxess conflict, cor- 
ruption and organised crime 
and to invest in human capi- 
tal. Poor macroeconomic pol : 
icy, and tin failure to uphold 
the . rule of law and to 
enforce contracts has 
deterred foreign investment. 

To break this downward 
spiral, and to eradicate 
income poverty, the report 
proposes a six pafot plan: 

• Promoting the political 
rights of poor people, and 
making cfoaff water, educa-" 
tion, health care and social 
safety nets available to all* ■ 

• Promoting sexual eipial-" 
lty to ensure equal rights, 
equal access to education, 
equal access to health care, 
and 1 equal access to land and 
credit for women. 

• Higher levels of growth, 
and “pro-poor growth” that 
reduces Inequality and helps •’ 
the poor, add those in rural 
areas. 

• Managed globalisation to 
help the poorest countries, 
through . fearer world trade, 


concessional assistance, debt 
relief, and the promotion of 
basic education and skills . - 

• A democratic voice for 
the poor- in developing coun- 
tries, to allow them to 
advance their own interests 

peacefully. • 

• Special support foam the 
international community in 
conflict prevention and 
peacekeeping, debt relief for 
human development - -and 
poverty eradication, and 
mare aid better directed to 
help the poor. 

. The report says that basic 
social services could- be 
made available to all people 
in developing countries at 
the cost of $40bn over the 
next 10 years. A further 
investment of $40bn over 20 
■ years could" spur pro-poor 
growth, " and eradicate 
Income poverty across the 
world. With this price-tag for 
‘eliminating poverty df $S0bh 
05 per cent ' of global 
income of $25 ,000b n - the 
report concludes that “politi- 
cal commitment," not finan- 
cial resources, is" the real 
obstacle to poverty eradica- 
tion". 

Human Development Report 
1997. " Oxford 'University 
Press. £16.99 (paperback). \ 
Editorial comment. Page 13 i 


Applications are invited for a new prize, established in memory of Nico Colchester, 
who died in 1996 at the age of 49. after an outstanding career at die Financial Times, 
the Economist, and die Economist Intelligence Unit Nico was one of Britain's 
finest writers on foreign, especially European, affairs as well as business and tech- 
nology, and one ofhis particular talents was the use of humour to cast ligit on seri- 
ous matters. 

Tire trustees of the Nico Colchester foundation will award die prire to the best, spe- 
- dalhHrfritten vxxHrord article that reflects that flavour of Nice’s own work. Appli- 
cants should submit their article, in English, on a subject they believe to be central 
to the future of Europe's political economic, scientific or business development 

Applicants should be young, should be pursuing or intending to pursue a career in 
journalism, and be citizens of a European Union country other than Britain. 

■ Hie prize will consist of a three-month internship at The Economist, in die autumn 
of 1997- foundation will provide a bursary of £4/»o to cover travel and accom- 

modation,vriule The Economist wiltpayasmall weekly stipend. The 199S prize will 
be an internship at the FT. 

Entries, by the closing date of June 27th, should be sent to: The Editor (Nico 
Colchester prize), The Economist, 15 St James’s Street, London swia ihg. 

The foundation for this prrte has been established jointly by the Halifax bank, the 
Financial TSmes and The Economist Anyone wishing to make further donations 
to the foundation may write to die Nico Colchester Foundation trustees, c/o the 
Editor, The Economist 


Brussels policy on reducing 
greenhouse gases ‘unworkable’ 


By Richa rd Murray-Bruce 
and Leyta Boulton hi London 

The European Union's 
attempts to persuade other 
developed nations to match 
its proposed cuts in green- 
house gas emissions came 
under fierce attack yester- 
day. 

Mr Brian Fisher, an aca- 
demic employed by the Aus- 
tralian government, said 
that the Eli's policy, for tack- 
ling climate change was 
unworkable. 

EU environment ministers 
are hoping next Thursday to 
finalise a plan to reduce 
greenhouse gas emissions by 
10 per rent across the 15- 
nation bloc by the year 2010 
- and by 15 per cent if other 
developed nations follow the 
EU example. 


But Mr Fisher arid the 
EU's insistence that other 
developed nations agree sim- 
ilar cuts could block agree- 
ment on a treaty to reduce 
emissions at international 
negotiations in ' Kyoto, 
Japan, in December. " ” 

"The toughest policy may 
not be the best in the long^ 
ran for achieving lasting 
global reductions,” he said. 
The EU position failed to 
take account of the particu- 
lar geographic and economic 
challenges faced by other 
developed countries. : 

Mr Fisher said Australia 
was particularly alive to the 
.economic threat posed by its 
Asian trading partners, such- 
as Korea, most of which win 
not fece any obligations at 
the Kyoto negotiations. 

He warned that energy- 




intensive Industries would 
simply move from developed ' 
countries such as Australia 
which undertook, reductions 
to area? not burdened by 
such obligations/- 'The 
answer, he said, was to 
reach a greem e n t " that would 
help developing countries to 
cut their emissions too.. 

The EU position was also 
attacked as inflexible ' by Mr 
Michael Grubb, a London- 
based member of the ; Inter- 
governmental Pa h el on Cli- 
mate . Change, which 
researches global warming 
r on behalf of governments. 
He urged the EU to agree to 
US proposalfl'to incorporate 
a s yste m of tradeable emis- 
sion quotas into any agree- 
ment reached at Kyoto- 

“The quota trading is 
ftsfiftnfcial for American signa; 


ture and strengthens the 
environmental impact and 
efficiency of what Is agreed,” 
he said. The quota- trading' 
system would enable cuts to 
be made in the. most cost- 
effective manner possible, by 
allowing some of foe reduo- i 
thins to be: made 'in poorer : 
countries where they were ; 
cheaper to achieve. : Green- 
house gases, cause, global 
warming wherever they are 
generated. - 

But. Mr. " Grubb . .also 
described Australia's desire 
for a "country by country, 
negotiation” on greenhouse 
gas reductions as impracti- 
cal., The -EU argdea that 
western nations' must" first 
show willingness to make 
sacrifices of their own before 
reeking to involve poorer 
countries in such schemes. 


EuroMPs 
• told of 
; repression 
° in Tunisia 

^ By Route Khaferf 

? Tivp.^ : ; human . Tights 
£ - organisations | were ' jester - 
. day invited to the European 
J parbamant where leftwing 

- groups are pushing fora res- 

- olution on human rights in 
E Tunisia; . ' " ' 

i- - Amnesty International 
i- says there -is-a “widening cir- 
; cle of re pressi on” in Tunisia 
: -.an accusation rejected by 
i the Tunisian go v er n ment. 

. Tunisia signed a part- 
i' nership agreement with the 
t European Union, which 
r includes a clause on respect 
i for human" rights. A resolu- 
tion by. the European Parlia- 
ment test year is believed to 
have contributed to the 
release of two Tunisian polit- 
ical leaders. Both, however, 
are now banned from politi- 
cal activities. I 
. A parliament official said 
yesterday some Tunisian 
human rights activists were 
prevented from travelling to 
Strasbourg, to attend the 
meeting. ■ 

A report this week by 
| Amnesty says detention and 
imprisonment, torture, 
■ItaraanTWnt and intimidation 
are used to silence, intimi- 
date and jY imish opponents 
"and critics across the politi- 
cal spectrum. The report 
says local human rights 
brgauisatlans are prevented 
from functioning. 

According to Amnesty and 
other human rights activists. 

. several trade unionists were 
detained this year, after Che 
publication of a senes of 
petitions.- One was a protest 
agrinst government inter- 
ference In the management 
of the main trade union. 
Another, signed by. 202 
people. Including . trade 
unionists, Iaywers. univer- 
sity lecturers and doctors, 

. condemned increased restric- 
tions on civil liberties. 


W Sahara 
talks start 
in London 


Mr James Baker, former US 
secretary of state, now serv- 
ing as United Nations special 
envoy for Western Sahara, 
yesterday opened talks in 
London with parties 
involved In the dispute over 
the North African territory, 
Reuter reports from London. 

Mr Baker, who will hold 
two days of separate talks 
with all those involved, 
started by meeting the Alge- 
rian-backed Potisario Front, 
which seeks independence 
for Western Sahara. 

He will also meet represen- 
tatives of Morocco, which 
controls most of the former 
Spanish colony, as well as 
envoys from Algeria and 
Mauritania, both closely con- 
cerned with the issue. 

Urn UN has been trying 
for years to organise a refer- 
endum, originally set for 
January 1992, to decide 
whether Western Sahara 
should be part of Morocco or 
become independent But the 
. referendum, called for under 
a UN peace plan, has been 
repeatedly delayed because 
of a disagreement between 
the two sides over who 
should be eligible to vote. 


Taliban 
advance is 
reversed 


The political map of 
"Afghanistan Has almost com- 
pletely reverted to the way it 
looked three weeks ago. The 
last remaining big city cap- 
tured by the Taliban in their 
shortlived blitzkrieg across 
the north fell . yesterday to 
the forces of General Abdul 
Malik, writes Charles Clover 
in Pol-i-KhomrL . 

. .The city of PoI-i-Khomri 
was retaken after the Tali- 
ban fled in the night follow- 
ing skirmishing -with Gen 
Malik's troops. 

The Taliban forces are 
apparently heading towards 
Baghlaa City, 30km away, to 
seek refuge . from the one 
remaining sympathetic war- 
lord In the north, Bashir 
Baghlani. 

The Taliban, the radical 
Islamic army which has con- 
quered three-quarters of 
Afghanistan in the past 
three years, captured several 
northern provinces as the 
result" of a short-lived alli- 
ance with Gen Malik. They 
have been routed from, these 
areas following a cata- 
strophic 1 defeat inMazar-i- 
.Sharff- after the partnership 
soured. 










NEWS: WORLD TRADE 


Global telecom charges set to tumble 


By James Kynge 
in Singapore 

The cost of international 
telephone calls should fall 
faster on average over the 
next five years than it has 
over the last five, Mr Pekka 
Tarjanne, secretary general 
of the International Telecom- 
munication Union (ITU) said 
yesterday. 

New technology, deregu- 
lation and global competi- 
tion are onmhinlng to force 

telecommunications compa- 
nies to cut tariffs on 


mtemaHQ nal calls, which fOT 
some companies earn mar- 
gins of several hundred per 
cent 

The hope is to create an 
equitable, cost-based system 
which Is in agreement with 

market forces.” Mr Tarjanne 
said. “Even those rates 
which are the lowest in the 
world at the moment are too 
high." 

ITU officials explained 
that “cost-based” means a 
margin of just several per- 
centage points above the 
cost which a telecoms com- 


pany incurs when a cus- 
tomer makes an interna- 
tional call. Even telecoms 
companies with a reputation 
for efficiency, such as Singa- 
pore Telecommunications, 
the biggest company listed 
on this city state's stock 
ABihangp, earn more than 20 
per cent on international 
calls. 

Mr Tarjanne. who ends 
nine years as head of the 
world telecoms regulator at 
the end of 1998, said the sys- 
tem of world tariff account- 
ing was obsolete and should 


be re-negotiated mul later- 
ally ova: the next few years. 
Compensation would need to 
he considered for less devel- 
oped countries that were not 
ready for rapid liberalisa- 
tion. 

Under the accounting rate 
system, telecoms companies 
pay a set amount to the tele- 
phone operator in the recipi- 
ent country for the comple- 
tion of a call. But now 
“callback” services, which 
allow people to have their 
rail “originate” f ro m rela- 
tively cheap countries such 


as the US, have wreaked 
havoc with the system 

This fraq rnpanfr that many 

more calls appear to origi- 
nate from the US than actu- 
ally do, thus cutting pay- 
ments from overseas 
telecoms companies. In the 
US in 1995, outgoing calls 
outnumbered Incoming calls 
by 8.6lbn minutes and US 
carriers paid out a net $5.lbn 
to foreign telecom compa- 
nies. 

This prompted the US reg- 
ulator, the Federal Commu- 
nications Commission, to 


propose a unilateral decrease 
of around 50 per emit in its 
accounting rate, raising pro- 
tests from many telecommu- 
nications companies around 
the world. 

Internet telephony, in 
which international voice 
calls are made over the 
Internet for the cost of a 
local call, is also challenging 
telecoms companies to cut 
international rates, company 
executives said. Although 
the volume of such tele- 
phony remains modest. It is 
growing fast 


EU appeals 


against 

banana 

By Frances WHUams 
in Geneva 

The European Union 
yesterday appealed against a 
World Trade Organisation 
ruling that its banana 
import regime violates fair 
trading rules. 

The panel report, circu- 
lated to WTO members last 
month, upheld a complaint 
by the US. Ecuador, Gua- 
temala, Honduras and 
Mexico that the regime 
unfairly discriminated 
against their producers and 
banana marketing compa- 
nies. The WTO’s appeals 
body must make a definitive 
ruling within 90 days. 

The EtTs complex banana 
import system, introduced in 
1993, grants privileged 
access to bananas from Afri- 
can, Caribbean and Pacific 
(ACP) countries under the 
Lome Convention. Caribbean 
states say their banana- 
dependent economies face 
calamity if these privileges 
are dismantled. 

The WTO panel did not 
take issue with duty-free 
preferences for ACP coun- 
tries which are covered by a 
WTO waiver granted in 1994. 
However, it found fault with 
various aspects of the licen- 
sing system under which 
import quotas are allocated. 

Appellate body rulings are 
binding unless WTO mam- 


WTO 

ruling 

bers decide by consensus to 
reject them. Two panel 
reports by the WTO’s prede- 
cessor, Gatt, also found 
against the EU’s banana 
import regime but Gatt’s 
weaker dispute settlement 
procedures allowed Brussels 
to block any remedial 
action. 

If the WTO's appellate 
body rules against the EU, 
as most trade experts expect, 
the EU will have to comply 
with its recommendations, 
or compensate trading part- 
ners for trade losses or face 
WTO-authorised trade sanc- 
tions. 

• The WTO’s balance of 
payments committee consid- 
ering a timetable for elimi- 
nating India’s import con- 
trols yesterday decided to 
adjourn “for a period of 
reflection” after India and its 
western trading partners 
reached stalemate. The 
meeting, due to resume cm 
June 30, must bridge the gap 
between India’s proposal for 
a nine-year phase-out and 
the demand of the US. EU 
and others for a period of no 
more than two or three 
years. 

• The US warned Brazil 
yesterday that it was consid- 
ering a WTO challenge to 
new import financing 
restrictions which have 
reduced access by importers 
to short-term credit. 


Developing countries attack move to link labour standards to trade 

H O chief comes under fire 


By Robert Taylor, 
Employment Editor 

Mr Michel Hansenne. 
director-general of the Inter- 
national Labour Organisa- 
tion, yesterday faced strung 
criticism from developing 
countries which oppose 
efforts to link core labour- 
standards with international 
trade. 

Colombia yesterday deliv- 
ered to the ILO conference in 
Geneva the “response” to Mr 
Hansenne's proposals on 
standard-setting and globali- 
sation on behalf of the group 
of nan-aligned nations (113. 
plus five observers Including 
China). 

Opposition was mobilised 
by the Egyptian go v er nm ent, 
backed by delegates from 
African and Asian countries, 
which accuses the director- 



general of favouring a pro- Michel Hansenne; accused of flawed arguments popp«**» 
tectionist strategy. 


The developing countries’ 
response contends that Mr 
Hansenne's argument - set 
out in his report on stan- 
dards and globalisation pub- 
lished earlie r this year — is 
inherently flawed. 

“It [Mr Hansenne's report) 
introduces an untenable link 
between labour standards 
and trade which we do not 
accept,” says the document. 
“The ILO has no role with 
regard to the multilateral 
trading system nor is it man- 
dated to promote or impede 
globalisation." The govern- 
ments involved do not want 
the ILO to take on the rote' 
suggested after last year's 


World Trade Organisation 
Singapore conference that 
trade and labour rights 
should be dealt by the ILO. 

The response document 
argues that developing coun- 
tries remain committed to 
internationally recognised 
core labour standards as 
long as these are “volun- 
tarily ratified” by states. Mr 
Hansenne wants an exten- 
sion of those standards to 
countries which have not 
signed the conventions. This 
would set “an unacceptable 
legal precedent”, according 
to developing countries. 

The ILO should pursue 
labour standards in their 


own right “as an integral 
part of the social progress of 
societies, recognising them 

as hanr+rniaHrs tn the pro- 
cess of development", argues 
the document. The ILO 
should assist in the progres- 
sive attainment of higher 
standards of labour welfare 
by focusing an all areas of 
its work - standard setting, 
technical co-operation and 
analysis of labour trends — 
giving due regard to the 
stage of social and economic 
development reached by 
each country, the document 
says. 

It also describes as “unac- 
ceptable" Mr Hansenne's 


proposal for an annual ILO 
report on social progress, 
saying it "flows from flawed 
premises and linkages”. 

“The implication is the 
ILO would determine what is 
the ‘acceptable’ level of com- 
parative advantage and 
which countries are convert- 
ing the benefits of liberalisa- 
tirm into social progress." 

The director-general's call 
for voluntary “social label- 
ling” of products to show 
they were made in countries 
with accepted labour stan- 
dards was also rejected by 
the developing countries. 

Mr Hansenne’s suggestion 
the ILO should carry out 
“reliable and legally inde- 
pendent” inspections in 
countries to see they are 

upholding labour gh»tyiardg 
is also opposed. 

There is no empirical evi- 
dence to support the view 
there is a link between trade 
liberalisation and labour 
standards", the docu- 

ment The thesis that low 
wages in developing coun- 
tries are responsible for loss 
of jobs and lower wages in 
the developed countries has 
been refuted by many 
authoritative analyses, ” the 
response says. 

During the conference, 
industrialised countries have 
generally expressed support 
for Mr Hansenne’s main pro- 
posal - that ILO members 
should commit themselves 
to core labour standards in a 
gntemn declaration next year 
and agree a suitable moni- 
toring mechanism. 


WORLD TRADE NEWS DIGEST 

Bulgaria acts 
on music piracy 

Bulgaria, one of the world’s largest sources of illegal 
compact discs, embarked on a crackdown on musk: piracy 
yesterday when its first court case against unauthwwed 
CD production began Mr Marko Mihailov, owner of SMC. 
a compact disc production plant, was accused or 
breaching copyright law by supplying illegal CDs during 

1995 and 1996- 

Tha case follows strong lobbying by the International 
Federation of the Phonographic Industry, which 
represents the world's record companies. The IFPI urged 
the Bulgarian authorities to curb music piracy and in 

response Bulgarian police rtf erred. 83 esses of suspected 

copyright infringements to the prosecutor’s office last 
year. In March the interior ministry staged a scries of 
nationwide raids in which thousands of CDs were 
Pftwfj orated The IFPI estimates that 15m illegal CDs are 
produced in Bulgaria each year, one in eight of those sold 
worldwide. Alice Ratosthom, London 

Investment in Indonesia hit 

Uncertainty in the run-up to last month's general election 
in Indonesia prompted a 36 per cent fall in the number of 
approved foreign investment projects in the first five 
mouths of this year, compared with the same period a 
year ago. 

The value of foreign investment approvals In the first 
five months of this year fell 25.5 per cent to $i3.7bn 
compared with the previous year. But the investment 
minister, Mr Sanyo to Sastrowardoyo, said the steep 
> decline was nniy temporary end that foreign investment 
approvals were set to pick up again. “A drop usually 
occurs prior to the general elections [and is] no th i n g to 
worry about,” he said. Manuela Saragosa, Jakarta 

Morocco agrees Efta pact 

The European Free Trade Association (Efta), which 
groups Norway, Switzerland. Iceland and Liechtenstein, 
has agreed a free trade pact with Morocco, the first with a 
North African country. Efta's small but rich members aim 
to expand their network of free trade agreements in the 
Mediterranean region to ensure that their companies take 
part fully in the Euro-Mediterranean free trade zone 
initiated by the European Union and due to be completed > 
by 2010. Efta states already have free trade deals with 
Israel and Turkey as well as with 10 central and eastern j 
European nations. Negotiations with Tunisia are well 
under way and talks with Cyprus and Malta are due to 
begin later this year, according to Efta. 

The accord with Morocco, due to be signed at Efta's 
regular ministerial meeting In Geneva next weds, is 
“asymmetric”: Efta members will scrap duties and other 
trade restrictions immediately on entry into force while 
Morocco has a 12-year transition period and a variety of 
safeguards. Frances Williams, Geneva 

Bayer expands in Vietnam 

Bayer, the German drugs and pharmaceuticals group, 
intends to broaden its operations in Vietnam. It plans to 
invest DM25m ($14.4m) by 2001, mostly to bolster its 
presence In agriculture. It will manufact ure of crop 
protection products in Vietnam for the first time and win 
increase output of animal medicines. 

Bayer already makes pharmaceuticals for human use in 
Vietnam. Graham Bowley. Frankfurt 







SIEMENS 

NIXDORF 



Avoid system 
downtimes. . . 


Your DP network has become the lifeblood of your 
organization. Its performance stands and falls with 
its availability.The old adage applies here too: 
"An ounce of prevention is word) a pound of cure.' 
Potential sources of trouble have to be identified 
and avoided early on in orderto prevent serious 
outages with all their consequences. But this 
necessitates highly specialized expertise and on- 
going system monitoring. Effort and expense that 
you can and should avoid. 



with our operational 
services . . . 


The better option is to putthe responsibility in 
the hands of the specialists from Siemens 
Nixdorf. Because they’re experienced in auto- 
mated, preventive remote or on-site problem 
identification and resolution. They intervene 
before foe network ever goes down, while 
also taking all of foe other system-related tasks 
off your hands: From end-user support to 
software and data management^) complete 
administration of your IT operations. 






for information technology 
without the thorns. 


So you can concentrate on the challenges of 
your market and leave foe support of your 
systems and networks to Siemens Nixdorf 
!T Service. Our specialists have foe cross- 
vendor know-how that's needed to offer you 
custom-tailored service for greater efficiency. 
To assure you information technology with- 
out foe thorns. For more information, simply 
fax this ad to us at +49-89-638-45579. Don’t 
forget to add your name and address! 
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NEWS: UK 


Governm ent aims to secure constitutional agreement in Northern Ireland by May 1998 

Sinn Fein is given final chance for talks 


By John Kampfner in London and 
John Murray Brown in Dublin 

The UK government yesterday 
gave Sinn Fein a final chanro to 
secure a ceasefire from the Irish 
Republican Army and misfed that 
it wanted a constitutional settle- 
ment for Northern Ireland agreed 
by next May. 

Ms Mo Mowlam, chief minister 
for Northern Ireland, said in the 
House of Commons that multi- 
party negotiations chaired by Mr 
George Mitchell, the former US 
Senate majority leader, were in 
danger of “running into the sands'*. 
The talks resumed last week after 


almost a year without progress. 

Ms Mowlam said it was still the 
government’s desire to have siwn 
Fdin. the IRA's political wing, at 
the peace talks but only if there 
was an unconditional ceasefire and 
a clear commitment to democratic 
principles. 

Describing recent talks between 
government officials and Sinn Feta 
as “clarificatory”, Ms Mowlam told 
MPs: “We will not go on indefi- 
nitely. We have no intention of 
doing that at alL I am minded to 
have one more meeting." She con- 
firmed that Sinn F6in had aeired 
for further talks on Tuesday. 

“Sinn F6in have been put on 


very firm, full, final notice." said a 
senior UK official. M It's over to 
them, and we’re not bluffing." 

With despondency on both sides 
of the sectarian divide ahead of the 
traditional summer maiphing sea- 
son. ministers are becoming exas- 
perated at the lack of movement by 
the IRA and Sinn Ffein. 

Contacts resumed on the instruc- 
tions of Mr Tony Blair soon after 
he became prime minister last 
month. Two preliminary meetings 
were held, ostensibly to sound out 
the prospects for an end to vio- 
lence, but British officials detected 
no flexibility from stwn Ffein. 

Ms Mowlam said she wanted the 


multi-party negotiations to begin 
dealing with substantive issues in 
September and to be wrapped up 
by May 1998. A deal agreed by the 
. parties would have to be ratified at 
Westminster nod in a referendum 
within Northern Ireland. 

“This is the time when we hope a 
settlement and final vote and refer- 
endum could be held," she said. 

By setting a deadline for Sinn 
Fein to meet British terms for an 
unequivocal ceasefire to jcdn the 
talks - and by making those tflTVq 
finite - the government is serving 
notice that it will not allow the 
IRA to derail moves to devolve 
more powers to Northern Ireland, 


allowing limited involvement by 
Dublin. 

Meanwhile, Mr Alban Maghmess, 
the Lord Mayor of Belfast, the 
Northern Ireland capital, appealed 
for community leaders to show 
restraint following the killing of 
Mr BUI “Basher" Bates, a former 
anti-republican “loyalist" terrorist, 
who was released from prison last 
October. Security officials said the 
killing of Mr Bates, who was 
known as the 5thanitiii Butcher and 
had spent neariy 20 years in jail for 
some of the most horrific murders 
witnessed in Northern Ireland, 
may have been the result of a 
grudgS killing . 


Brown aims at 
2.5% target 
for inflation 

Robert Chote examines the 
dilemmas faced in setting a rate 


S everal industrial coun- 
tries have adopted for- 
mal targets for infla- 
tion in recent years, usually 
because attempts to target 
the exchange rate or money 
supply have ended in igno- 
minious failure. 

Britain is no exception: In 
his first Mansion House 
speech tonight, Mr Gordon 
Brown, the chancellor of the 
exchequer, will have the lux- 
ury of outlining his 
approach to inflation target- 
ing. He has already revolu- 
tionised monetary policy- 
making in Britain by 
surrendering control of 
interest rates to the Bank of 
England, the UK central 
bank. He will, however, con- 
tinue to set the precise infla- 
tion target which the Bank 
is obliged to pursue. 

Mr Brown's reluctance to 
concede “goal independence" 
to tbe Bank is in contrast to 
the attitude of most other 
inflation targeters. In Aus- 
tralia. Sweden and Finland 
the target was announced by 
the central bank without 
explicit government endorse- 
ment. In New Zealand and 
Canada it was agreed by tbe 
central bank and finance 
minister. 

Mr Brown said he will con- 
firm the inflation target each 
year in his annual Budget 
speech, but he will lay out 
his thinking tonight. In 
other countries, omissions 


from the target inflation 
measure include government 
subsidies, house prices, big 
import price changes and 
"volatile items". 

The choice of the target 
level is more problematic. 
Under Mr Kenneth Clarke, 
chancellor in the former 
Conservative government, 
the long term target was set 
at Z5 per cent or less, in the 
expectation that this would 
keep inflation between l and 
4 per cent most of the time. 

One problem is the asym- 
metry of the “2.5 per cent or 
below" formulation. Mr Mer- 
vyn King, the Bank’s chief 
economist, has argued that 
this is operationally equiva- 
lent to targeting a specific 
rate of inflation slightly 
below 2.5 per cent so that 
the target is met cm average 
over the long term. 

But a newly independent 
central bank with credibility 
to establish might regard 2.5 
per cent as a roiling, rather 
as the Spanish inflation tar- 
get is interpreted (although 
it has never been hit). It 
might therefore err on the 
side of caution by targeting 
a still lower inflation rate. 

But Mr Brown is keen the 
Bank should not constrain 
economic growth unneces- 
sarily and he therefore 
wishes undershooting to be 
discouraged as much as 
overshooting. This suggests 
setting the target as a range 



bounded at both ends (as in 
New Zealand) or a specific 
rate (as in Finland). 

I n a rare public expres- 
sion of unease with gov- 
ernment policy. Sir 
Terry Burns, the Treasury 
permanent secretary, 
expressed support for the 
Finnish option in 1995. 

The Finns favoured a spe- 
cific point target because 
they felt that people would 
expect the authorities to aim 


for the ceiling of a range 
rather than its mid-point 
Research by the Rank also 
suggest s that there is only a 
50 per cent chance of hitting 
a 1 to 4 per cent Inflation 
target because of the 
unavoidable economic dis- 
turbances which push infla- 
tion away from the target 
once it is too late to do any- 
thing about them 
In flie end, the chancellor 
has decided to set a single 
point inflation target. But 


removing "or below" from 
the “2JS per cent or below” 
formulation may look like a 
loosening of the target to 
which financial market pur- 
ists migh t object 
He was tempted to reas- 
sure the purists by setting 
the target at 2 per cent - 
around which the Canadian, 
Swedish and Finnish targets 
are centred - but in the end 
chose ZS par cent 


Lex, Page 14 


Burden to rest with central bank chief 


By Robert Poston and 
Wolfgang MOnchau 

A tough system for holding 
the governor of the Bank of 
England personally account- 
able if he fails to meet the 
government's inflation tar- 
get will be announced today. 

Each time inflation is l per 
cent above or below the new 
target rate, the governor, Mr 
Eddie George, will have to 
write an open letter of expla- 
nation to the chancellor of 
the exchequer, Mr Gordon 
Brown, saying what the 
Bank intends to do about it. 


Tbe tough monetary policy 
arrangements will take 
effect immediately, following 
last month’s transfer to the 
Bank’s newly created mone- 
tary policy committee of con- 
trol over interest rates. Mr 
Brown is also expected to 
announce that his first infla- 
tion target - subject to revi- 
sion in future budgets - will 
be 2J5 per cent 
Following criticism from 
many economists that tbe 
previous government’s tar- 
get of “2.5 per cent or less” 
would encourage the Bank 
to adopt an excessively defla- 


tionary stance, Mr Brown 
has decided that the Bank 

should atm at an infla tion 
“point” rather than a range. 
• UK unemployment has 
fallen to the lowest level for 
seven years, leaving the City 
of London sharply divided 
over the impact on inflation 
and interest rates. 

Claimant unemployment 
in May was down by 18,400 
to 1.64m, the lowest level 
since September 1990. The 
hpflriiing rate of unemploy- 
ment was 5£ per cent, down 
from 5.9 per cent in April 

Financial markets had 


expected unemployment to 
fall by almost 40,000. The 
reason behind the discrep- 
ancy was the fading impact 
of the Jobseekers’ Allow- 
ance, which was introduced 
last October and which gave 
rise to distortions in unem- 
ployment statistics. 

The introduction of the 
JSA, under which claimants 
need to show that they are 
actively seeking work, has 
resulted in a fall in the num- 
ber of registered unem- 
ployed, as fraudulent claim* 
ants came off tbe register.* 

The Office for National 


Statistics said yesterday that 
the change in the benefit 
regime no longer affected 
the unemployment headline 
count . . 

Other data released yester- 
day iwnindpri average earn- 
ings, which went up by 45 
per cent dining April This 
was made up of a 475 per 
cent rise in the service sec- 
tor and a 425 per cent 
incre a se in manufacturing. 

Manufacturing productiv- 
ity was L9 per emit higher in 
the three months to end- 
Aprfl compared with a year 
earlier. 


Curb ordered on creative accounting 


By Jim Ketty, 

Accountancy Correspondent 

Company directors are to be 
deprived of one of tbe most 
popular tools of creative 
accounting, the so-called 
“big bath" provisions to 
massage reported profits. 

Some companies manipu- 
late results by setting aside 
money in the accounts to 
cover future costs, boosting 
profits later when all or 


some of the money is not 
needed. 

“All too often the provi- 
sion is wildly excessive and 
conveniently finds its way 
back to tbe profit and loss 
account in a lata* period," 
said Sir David Tweedie, 
rhalrman of the Accounting 
Standards Board. 

The ASB. which has 
already limited the discre- 
tion given to directors on 
provisions linked to acquisi- 


tions, believes the new draft 
standard will finally end the 
abuse: "That’s all the doccrs 
shut" said Sir David. 

He added some companies 
combine provisions covering 
several years’ expenditure, 
including items related to 
ongoing operations, and 
report them as “big bath" 
exceptional in the accounts. 
Often they are listed as 
“reorganisation costs”. 

Companies complained 


when the reform plans were 
first aired in 1995 but the 
ASB seems unmoved. Under 
the new rules, provisions 
would be recognised only 
when the board was obliged 
to go ahead with expendi- 
ture, not just when it 
intended to. This would 
mean a simple board deci- 
sion to reorganise a com- 
pany would not be sufficient 
to. justify setting aside 

money to meet the costs. 


“An entity is demonstra- 
bly ccsnmitted when it has a 
detailed plan for, and cannot 
realistically withdraw from, 
a reorganisation," said the 
ASK 

“Users of accounts can’t be 
expected to be mind- 
readers," said Sir David. 
Amounts included in provi- 
sions must be “realistic and 
prudent" and each type of 
provision specifically dis- 
closed and measured. 


Anti-EU 
contender 
is urged to 
quit race 

By James BGtz 
Poetical Correspondent 

Mr William Hague, one of 
the three remaining candi- 
dates for the leadership of 
the oppos i tion Conservative 
party, yesterday sought to 
beef up his campaign by 
allowing his lieutenants to 
can for the withdrawal of 
Mr John Redwood, the sole 
contender of the fiercely 
Etzroseeptic right wing. 

Mr Hague’s camp 
that Mr Redwood, who came 
third in the first round of 
tiie contest on Tuesday, had 
no chance of winning 
should quit the race, in 
which vo tin g is restricted to 
the party's MPs. The Hague 
campaign was strengthened 


late on Tuesday when the 
two lowest-scoring of the 
original six contenders said 
they would support it 

They were Mr Michael 
Howard, who was home sec- 
retary in the Conserv ative 
government ousted on May 
1, and Mr Peter Lflley, for- 
mer chief social services 
minister. Mr Hague, who at 
38 the youngest contender, 
was Mr Redwood's successor 
as chief minister for Wales 
in the government of Mr 
John Major. Mr Redwood 
left the government in 1995 
to challeng e Mr Major for 
the party leadership and 
was defeated. 

Mr John Maples, a leading 
figure in Mr Hague’s cam- 
paign, insisted yesterday 
there was “no way" that Mr 
Redwood - who scored 27 
votes out of 164 - could win. 
“I think it would be in the 
interests of the party quite 
honestly to settle this as 
quickly as we can anil that 
could be done next Tuesday 
if he would stand down,” he 
said. 

Mr Redwood retorted by 
claiming that Mr Hague — 
who scored 41 votes - was a 

vague" politician whose 
views on a range of issues 
were unknown. 

Mr Hague’s progress has 
been patchy. Seen well 
before the May l general 
election as the long-term 
choice, his prospects 
increased markedly when 
Mr Michael Portillo, former 
chief defence minister, lost 
his seat in the Commons 
and Mr Michael Heseltine, 
t he fo rmer deputy prime 
minister, withdrew from the 
leadership race because of 
illness. 

Referring yesterday to tbe • 
possibility of sterling enter- 
ing a single currency, Mr 
Redwood said: “William 
hopes the problem will go 
away. Bum may never fly, 
but nor wiB an ostrich Con- . 
servative party.” 

Mr Kenneth Clarke, who . 
led tbe first ballot on Tues- 
day with 49 votes, yesterday 
appeared to be building on 
his marginal lead amid spec- 
ulation that some MPs who 
supported Mr Howard and 
Mr Lflley In the first round 
would vote for him. 


Battle lines drawn on electricity competition 

The energy minister is to meet privatised companies to press them on progress, says Simon Holberton 

... _ , _ ™, r and that the rest would shuf- that the meeting is g oi ng to be a credible project plan: it currently enough, this week's report on tl 


M r John Battle, the energy 
minister, will be putting 
his reputation at stake as 
well as demonstrating his commit- 
ment to electricity competition for 
the country's 25m consumers when 
he takes the chair at today’s emer- 
gency summit with Britain's 14 
electricity suppliers. 

Mr Battle has made dear to the 
industry and its regulator. Profes- 
sor Stephen Littlechild, that he 
takes a close interest in energy 
competition. . 

One of his first ministerial deci- 
sions was to call for a review from 
Prof Littlechild of progress in 
bringing competition to the elec- 
tricity industry. The review made 
public what everyone already knew 
- that only a handftil of companies 
would be read)’ by April 1 next 


year and that the rest would shuf- 
fle to the starting line in the 
months that follow. 

The minister insisted that the 
review’s findings be made public 
and that the names of the compa- 
nies holding up the 1998 initiative 
be published. Government offici a ls 
said the regulator was acting on 
ministerial orders and that Mr Bat- 
tle was keeping a dose eye on how 
he performed. 

Such a high profile commitment 
to the competition initiative is 
something his predecessors in the 
Conservative government avoided. 
They were content to leave the 
issue - and responsibility for its 
or failure - in the hands of 
the regulator and the companies. 

Industry chiefs have welcomed 
Mr Battle's interest, but they doubt 


that the meeting is going to be 
much more than an exercise in 
exhortation. 

Mr Battle appeared to prejudge 
the outcome of the meeting when 
he issued his invitation on May 18. 
He said then that he wanted “to 
hear their comments on [Prof 
LittlechiM’fi proposals] and assur- 
ances that they win play their full 
part in making sure this plan 
worts". 

One industry chief says: “1 think 
the risks he is running are very 
considerable. He's askin g us to 
agree to LlttlechBd’s plan but how 
does he know the plan win work? 

that in a month’s time we're still 
on track? 

“This is a major project that 
needs a good project manager and 


a credible project plan: it currently 
has neither. Tbe question is: does 
anyone have the courage to tell 
Battle that an the 12th?" 

Offer, the regulator, says delays 
to the competition initiative are 
primarily the result of the complex- 
ity of the Information technology 
needed by the project 

H owever, IT professionals 
say they are being i mute 
the scapegoats far a poorly 
specified and led project 
“I would not blame the technol- 
ogy,” says Mr David Ingram, senior 
manager at Cap Gemini, the IT 
consultancy responsible for a num- 
ber of big ele ctricity projects. “It is 
the lack of direction that is causing 
people to flounder. ” 

As if these problems were not 


enough, this week's report on the 
.market power of the big generators 
by London Economics, the consul- 
tancy, has given Mr Battle further 
food for thought 

• It said electricity competition 
would fail to deliver gains to retail 
consumers unless National Power 
and PowerGen, tbe privatised gen- 
erators, were forced to sell more 
generation equipment. 

It also said the two should be 
stopped from making long-term 
contracts with electricity suppliers 
because these deals may inhibit 
compet i tion in generation and lode 
In high-priced power for consum- 
ers. 

But London Economics' warning 
about developments in the contract 
market is something Mr Battle 
may well want to monitor. 


UK NEWS DIGEST 


Call for EU tax 
on aviation fuel 

The government is to call for a tax on aviation fuel across 
the European Union as part of its commitment to limit 
greenhouse gas emissions. MPs were told yesterday that 
tbe government would support moves by the Dutch presi- 
dency of the EU to consider Europe-wide action. 

But Ms Angela Eagle, a junior environment minister, 
said it was important to press for international agreement 
so as not to disadvantage UK industry. 

Mr John Gummer, who was chief environment minister 
in the former Conservative government, said in the House 
of Commons yesterday: “We have to start in Europe - we 
have to start everything in Europe. The EU is crucial to 
the future of tbe environment " 

Under an international agreement, aviation fuel is cur- 
rently exempt from tax. Demid. Wighton 

m RAIL UNKS 


New station for Luton airport 

Construction will start next month on a £I 2 m ($19.5m) rail 
station to serve the rapidly growing Luton airport to the 
north of London, Rail track announced yesterday. Rail- 
track owns the infrastructure of the former state rail net- 
work. The station, the biggest to be built in Britain for 
many years, will have airport check-in and baggage han- 
dling facilities and parking space for 1.000 cars. It will be 
on the Midland Main Line 1.6km south of the existing 
Luton station, five minutes from the Ml motorway. 

It ia intended to open in a year and will provide direct 
links to the City of London, Gatwick airport and Brighton 
on the south coast of England. The cost of the new station 
will be met by Rail track with the help of a £2 -5m govern- 
ment grant. Charles Batchelor 

M PETROL RETAILING 


Watchdog probes pricing policies 

The Office of Fair Trading is to investigate allegations of 
predatory pricing of petrol by Exxon’s Esso subsidiary 
through its Price Watch scheme. The investigation will be 
part of a general inquiry into petrol retailing. The OFT 
has appointed National Economics Research Associates, 
the independent consultants, to survey industry partici- 
pants and consumer groups to determine the effects of 
low-cost supermarket outlets. 

Esso's response has been PriceWatch, in which its deal- 
ers are allowed to sell petrol at prices as low as other 
local competitors. The OFT move was welcomed by Esso 
retailers, who say that the company has passed tbe costs 
of price competition to them by raising rents sharply and 
cutting margins on each litre of petrol sold. Mr James 
Frost, chairman of The Frost Group, the UK's biggest 
independent wholesaler and retailor, called the review 
“long overdue". Institute of Petroleum figures show that 
1,496 sites run by independent retailers closed in 1996, tbe 
first fall year of PriceWatch. “I predict a further 1,500 clo- 
sures in 1997,” Mr Frost said. Norma Cohen 

m STATE HEALTH SERVICE 


Hospitals warned on emergencies 

The bead of the state health service yesterday ordered 
hospitals not to close to emergencies next winter and 
warned that the service might be facing its toughest year 
financially for a decade. Health authorities and trusts, 
who on provisional figures overspent by more than £300m 
($489m) last financial year, must balance their books this 
year, Mr Alan Langlands, chief executive of the National 
Health Service, told the annual conference of the Institute 
of Health Services Management That “will require some 
very tough decisions on priorities”, he said. The warnings 
implied a further sharp increase in the already rising 
wafting times for non-emergency operations, jeopardising 
the Labour government’s commitment to take 100.000 
patients off waiting lists. Nicholas Timmins 

BCCI COLLAPSE 


Liquidators’ fees reach $218.7m 

Some $21 8. 7m in fees has been paid to liquidators of the 
collapsed Bank of Credit and Commerce International, 
according to their latest report to tbe government The 
liquidators at the accountancy firm Deloitte & Touche 
were paid $15.Lm in the fifth year of the liquidation to 
January 15 1997 compared with $16m in tbe previous year. 
Fees have dropped in recent years as litigation has 
replaced investigation- Creditors have begun to receive 
dividends from the liquidation - so far up to 24-5 per cent 
amounting to $2bn. Further dividends are expected. BCCI 
collapsed in 1991 with debts of mare 'than $llbn following 
the biggest fraud in banking history. Jim Kelly 

LLOYD'S OF LONDON 


Bankruptcy order for Name 

Lloyd’s of London has served a bankruptcy order on a for- 
mer Name who refused to pay his debts to the insurance 
market Mr Brian Rowlands, a company director who 
owns several betting shops in north-west England, owed 
Lloyd’s .£62,000 ($101,000) but did not accept the terms of 
the society's recovery plan last year. He was one of about 
1.000 Names who have recently received writs from 
Lloyd’s, which Is seeking to recover £630m in unpaid 
debts. “We believe be has the funds to settle his debts, but 
he says he hasn’t tbe money to do so," said a LLoyd’s offi- 
cial. Christopher Adams 

INVESTMENT 


Pressure container plant planned 

MTK Containers, owned by the Geneva-based investment 
company MTK Holdings, is to build a factory on a 2£ha 
site in the north-east England city of Sunderland. The 
plant will manufacture stainless steel pressure containers 
for the bulk distribution of liquids. MTK. which will begin 
production by April 1998, is intended to become a leading 
global supplier. The British government is giving £750,000 
in state aid towards the project, which is receiving a simi- 
lar amount from economic development bodies in the 
region. Chris Tighe 


CONTRACTS & TENDERS 


REPUBLIC OF TUNISIA 
MINISTRY OF EQUIPMENT AND 
HOUSING 

Units de Realisation de la Cite Olympique 
7 Novembre 1987 k Radbs 

International Tender No 08 
Postponement of closing date 

The Housing and Equipment Ministry's Unite de 
Realisation de la Cite Olympique 7 Novembre 1987, 
informs parties involved with international tender No 
08, relating to the technical control of the studies and 
construction of a 60,000-epectator football stadium at the 
Cite Olympique, Radfcs, that the dosing date initially set 
for June 17. 1997, has been postponed to June 24, 1997, 




C inema audiences across 
Europe will soon get a 
chance to see Steven 
Spielberg's The Lost 
World, the sequel to Jurassic 
Park, which broke box-office 
records when it opened in the US 
last m on th. 

On-screen is yet another battle 
between dinosaur and man: off- 
screen the film’s sound system is 
engaged in a battle for the next 
generation o£ pragma sound for- 
mats. 

Id the same way that the music 
industry has moved from anal- 
ogue vinyl LPs to digital compact 
discs, so cinema sound Is moving 
into the digital age. These new 
multi-channel digital sound for- 
mats can produce a ranging sound 
effects - spacecraft can appear 
to scream across the auditorium. 
But the film Industry is 
faced with three different and 
incompatible digital sound 
systems. 

It is all a far cry from the early 
days of ninema. Attempts were 
made to link the film projector 
with a gramophone record, but 
the results were often less than 
successful. The breakthrough 
came in the late 1920s. with the 
arrival of optical sound record- 
ing, which records the sound- 
track photographically along the 
edge of the film. A special reader 
inside the film projector converts 
the optical soundtrack into an 
electrical signal, and the system 
is still widely used today. 

Experimental stereo sound 
tracks were produced during the 
early 1930s, and in the latter part 
of the decade, Walt Disney pro- 
duced the film Fantasia, with 
multi-channel stereo sound. But 
Fantasia proved to be the excep- 
tion rather than the rule. Stereo 
sound was largely ignored by the 
film industry, although it was 
briefly revived in the 1950s with 
the advent of wide-screen formats 
such as Cinemascope. 

In 1976. the Californian audio 
company Dolby Laboratories 
introduced a system that revolu- 
tionised cinema sound. Its Dolby 
Stereo system uses the optical 
recording system to record four- 
channel sound - left, centre, 
right and surround - on to a 
35mm film optical stereo sound- 
track. The system works by 
blending the two extra tracks 
with the conventional left and 
right channel stereo channels. A 
decoder then unmixes the four 
channels and feeds them to 
speakers around the cinema. 
Dolby Surround sound has 
become the de facto standard for 
analogue cinema sound, and 
more than 7.000 films have used 
the system. 

During the 1980s. there was a 
growing interest in cinema 
sound. “People were getting more 


TECHNOLOGY 



Window shopping: the screams In The Lost World are afl the more reafistic wfih digital sound 

George Cole reports on the different digital audio 
systems slugging it out in cinemas around the world 

Sounds like a 
standards battle 


educated and actively se eking 
theatres that offered good 
sound," says Steve Taylor, chief 
executive of the California-based 
Dimension Audio. LncasFilm. the 
company behind the Star Wars 
films, introduced a new cinema 
standard called THX. These cine- 
mas have amplifiers, speakers 
and acoustic properties that con- 
form to a minimum standard. 

In the 1980s, companies were 
also developing cinema digital 
sound systems: “The existing 
analogue system achieves a 
sound quality that is probably 
good enough for most people. But 
digital is a sexy word and that’s 
what the public now expects,* 1 
says loan Allen of Dolby Labora- 
tories. 

The shift to digital systems has 
not been problem-free. In 1990, 
Kodak and US-based Optical 


Radiation introduced Cinema 
Digital Sound (CDS), but it 
worked by replacing the conven- 
tional optical soundtrack with 
digital audio. Film companies 
and cinemas did not like having 
to work with two sets of film 
prints - one for theatres with 
CDS equipment and another for 
those without - and so CDS died. 

In contrast all cinema digital 
sound formats share one common 
feature: they are frilly compatible 
with modem analogue sound 
systems. They also leave the con- 
ventional optical soundtrack 
untouched and use it as a 
back-up if the digital system 
fails. The digital systems use 
readers that can be attached to 
most existing 3Smm film projec- 
tors. 

The Dolby Digital system offers 
six sound channels - left centre. 


right, left surround, right sur- 
round and super bass — which 
are kept separate or discrete, giv- 
ing the sound more focus. Dolby 
Digital uses a reduction system 
to shrink the amount of data that 
needs to be stored on a film print 
The digital soundtrack Is 
squeezed in the space between 
the sprocket holes down the side 
of the film print 
Sony Cinema Products Corpo- 
ration has developed its own sys- 
tem, Sony Dynamic Digital 
Sound. This offers no fewer than 
eight channels of sound - the six 
mentioned above, plus left centre 
and right centre channels - 
which are placed on two continu- 
ous strips along the film edges. 
“Having the extra channels 
means that film mixers and direc- 
tors can really let their creative 
juices flow when it comes to 


creating the film soundtrack," 
says John Scarce 11a of Sony Cin- 
ema Products. 

The thud system, from Digital 
Theater Systems (DTS) harks 
back to the days when gramo- 
phones were played in cinemas. 
Whereas Dolby Digital and the 
Sony system place the digital 
soundtrack on the film print. 
DTS puts a six-channel sound- 
trade on to a CD-Rom. A time- 
code is photographically printed 
on to the film , giving each frame 
a unique identity number. When 
the film is projected, the DTS 
tlmecode is scanned by a reader 
and fed to the CD-Rom player. 
The time code synchronises the 
sound and pictures. 

Chris Hollehone of DTS Europe 
says there are advantages in 
keeping the digital sound sepa- 
rate from the film: “If the film 
print gets rfamagp^ the sound- 
track can suffer.” Having the 
soundtrack on a CD-Rom also 
mpwns that it easy to press discs 
with different languages — DTS 
has sold well in Tn«ii« a multi- 
language country. 

Bat Hollebone admits that 
there is still some resistance to 
handling two sets of media - film 
and CD-Rom - and there have 
been a few occasions when discs 
have been lost. But this has not 
stopped DTS from becoming the 
l ead in g gingma di gital sound for- 
mat - putting the system on 
films such as The Lost World and 
Jurassic Park has helped to 
establish the fop n at 

DTS claims that its system is 
installed in more than 10.000 cin- 
emas around the world; Dolby 
says its system is in 9,000 thea- 
tres, and the Sony system is 
claimed to be in almost 4,000. A 
DTS system is also much cheaper 
to install - prices start from 

about 96,000 (£3,703), about half 
the cost of tiie competing for- 
mats. Even so, most expect the 
ffim industry to stick with the 
three competing formats because 
all have strong supporters. 

But are today's digital formats 
the ultimate lu cinema sound? 
Allen believes so: “In a cinema 
you don’t want to distract the 
audience from what’s on the 
screen, and extendin g the sound 
possibilities could do this,** he 
says. 

But Dimension Audio has 
developed cinema-sound systems 
with up to 48 channels The com- 
pany uses multiple speakers to 
create what it calls a “sound tap- 
estry". Each speaker is described 
as a “sound pixel", which - like 
the pixels on a television screen 
- forms part of a larger image, 
although in sound rather than 
video. “You’re talking about a 
total Immersion in sound,” says 
Taylor. “It’s all about making the 
cinema experience even better.” 
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Worth Watching • Vanessa Houlder 


measured using a microphone. 
A signal is sent to the 
computer, which calculates the 
si gnal required to cancel the 
original noise, which is then 
emitted through a loudspeaker. 
ABB Flakt Products: UK tel 
( i 0)1203 36S50& fax ( 0)1203 364499. 


Liposomes give 
sensors an edge 

Researchers at Sandia National 
Laboratories In the US ore 
working on an ultra-sensitive 
sensor capable of detecting 
contaminants at a 
concentration of l:lbn. It could 
be used for tasks ranging from 
testing water purity In 
microchip factories to testing 
saliva for viruses. 

The technique relies on the 
high sensitivity of microscopic 
fatty particles, called 
liposomes, to metals and other 
substances. The researchers 
trap the liposomes in ‘‘sol-gels'* 
- a type of lightweight, 
silica-based material - where 
they become more stable and 
more sensitive. 

The Sandia researchers are 
working on liposomal sensors 
that will be able to detect 
minute concentrations of lead, 
merenry and chromium. 

Sandia National Laboratories: 
US, tel 5058445199: 
ioww.sandia.gov 


Cushioning the 
Impact of epilepsy 

People who suffer frequent 
attacks of epilepsy may have to 
wear protective headgear to 
protect themselves when they 

foil. Bat the usual protective 

devices - helmets with chin 
straps - are conspicuous and 
often unacceptable to the user. 

A final-year student on a 
product design engineering 
course ran by Glasgow School 
of Art and the University of 
Glasgow has designed a thin, 
lightweight cap made of carbon 
fibre that can be readily 
concealed by a hat or cap. 
Sensors are attached to the 
patient’s head, which monitor 
electrical signals in the brain. 
When a seizure occurs, the 
change in the signals triggers 
the inflation of a small airbag 
contained, within the carbon 
fibre cap, which cushions the 
impact with the ground. 
Glasgow School of Art: UK tel 
(0)141 3534614: e-mail 
b. woodkuysa. ac. uk 



lit 


An even sweeter 
spot for tennis 

A former pro fe s s iona l tennis 
player, Marshall McMahon, has 
designed a technique for 
stringing t ennis racquets, 
which aim s to enlarge the 
“sweet spot” - the small area 
at the centre of the racquet 
head which gives the best 
response wh en the player hits 
the balL 

The Starmaker system 
consists of locks that fit into 
the holes in the racquet head 
and which hold each string 
tightly in place, allowing each 
of them to be strung 
independently at a different 
tension. When all the strings 
are at their optimum tension - 
at settings calculated by 
computer - the area of the 
sweet spot is greatly extended. 

Cogito, the maker of the 
system, says its advantages 
include greater tolerance of 
off-centre shots and a reduction 
In the high-frequency 
vibrations that may exacerbate 
problems such as tennis elbow. 
It also allows the player to 
combine spin and power. 

Cogito: Monaco, tel 37793256169; 
ioiow.racquetscience.com 

Background noise 
on borrowed time 

The continuous hum of 

flir-m nill tinning can be 
intensely irritating. ABB Flakt 
Products, part of ABB 
Engineering, has tackled the 
problem with a 
computer-controlled sound 
redaction system which uses 
sound waves to counter the 
effect of other sound waves. 

The “anti-noise” technology 
can reduce noise levels by up to 
10 decibels. It is particularly 
snited to relatively 
low-frequency noise, which has 
been difficult to deal with using 
available technology. 

The noise at the fan outlet is 




Gic-ba'.Hancy: 

tt*,e world's first SSfiTT mobile phone 
with integrated Power Antenna. 



YOUR MOBILE 
PHONE HAS 
AN ANTENNA? 
WHAT FOR? 









NORMAL 

OUTSIDE ANTENNA 


INTEGRATED 
POWER ANTENNA 


Hage.nuk's integrated Power Antenna: 
considerably reduced rdamtson to the- head 
and an optimum transmission performance. 


No antenna, no wornes. Because the GlobafK-dys Integrand Power Antenna largely profits you. hum;, 
no-:-: aoclro-magncttc radiation. The pleasant soe-s-rrecis: s constantly ootiov..m tnnsmission oertotnoi.-v-y. o 

V ' s ' 3,obalH ' ;n ^' s flow:n g ( y ft! *sant S- shaped cesgn. Its stand-by pebooT.anc.-- tuo to 3 ciuyr.) and weight 
s do g; are also rather pleasant. Any questions? Phene UK: 01 76 / 

445 70 77 ° r s - n '< s:! h ! ;p://»w/vv. he go n uk.com on the internet. *v.:^ J 
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ARTS 


The 

G ender-bending is a 
popular movie 
device, almost a rite 
of passage for any 
actor fancying him- 
self as a light comedian: Cary 
Grant (/ Was A Male War Bride), 
Jack Lemmon (Some Like It Hot), 
Dustin Hoffman (Tootsie) and 
others have cross-dressed to 
international merriment 
By contrast, when women gen- 
der-bend it has a twang of the 
bizarre, the erotic.* funny-piquant 

as well as funny ha-ha, from Die- 
trich in Morocco to Shirley Ton- 
pie in Captain January, whose 
alluring precocity in trouser roles 
steered film critic Graham 
Greene towards famous legal 
doom. 

Th e Square Circle may be the 
fi rst film to split its story evenly 
between two farms of tmvestie, 
male-female and female-male. 
Low on dull plausibility, this 
Indian movie is high an pa ra M* 
adventure and charisma. Kid- 
napped from her family by a 
brothel-keeper, twice gang-raped, 
and stoned on returning to her 
village, the film's heroine (Sonali 
Kulkami) still manages to look 
like the subcontinent's answer to 
Olivia NewtoztJohn. Even when 
wearing trousers and a fetching 
moustache, she is a sight for 
tired eyes. 

The secret must he in the sup- 
portive friendship of the trans- 
vestite troubadour CNirmal Pan- 
dey) she meets on a rxverbank. 
This soft-spoken charmer, a sort 
of Bing Crosby in a sari, per- 
suades her to dress in man’s 
clothes, partly to discourage fur- 
ther Sabine incidents and partly 
to promote his and the movie’s 
affirmative line in gender radical- 
ism. 

"Where Bollywood meets Sat- 
yajit Ray,” proclaims the public- 
ity far this hugely likable, sitar- 
happy tale. Directed by Amol 
Palekar from a script by Timerl 
Murari, an Anglo-Indian who 
honed his liberalism as a Guard- 
ian features writer, the film puts 
the melos back into melodrama 
and the sense (and sensitivity) 
into sensationalism. While racing 
between hairsbreadth ’scapes, the 


Cinema/Nigel Andrews 

delights of drag 


story still finds time to fill out 
two characters, a landscape - 
rocky sierras and bleak broad riv- 
ers - and a sense of the rich 
fragility of sexual Identity. 

If The Square Gfrcfe breaks new 
ground with its two crosfrdress- 
ers for the price of one tale, The 
Associate gives us another possi- 
ble first. The heroine (Whoopi 
Goldberg) drags up with no erotic 
frisson at an, nor any attempt at 
such. Persuaded that she cannot 
succeed on patriarchal Wall 
Street without a male partner, 

~~ THE SQUARE 
CIRCLE 

Amol Palekar 


THE ASSOCIATE 

Donald Petrie 


JOHNS 

Scott Silver 


MAMMA ROMA 

Pier Paolo Pasolini 


TRIGGER HAPPY 

Larry Bishop 


THE SHADOW 
CONSPIRACY 
George P. Cosmatos 


preferably white, investment bro- 
ker Goldberg invents and imper- 
sonates one. 

Forget, as in the Indian film, 
dun probability. After hours in a 
gay friend’s makeup room, Gold- 
berg emerges looking like a 
genetic-engineering accident 
involving Marlon Brando and a 
rhinoceros - yet still le taut New 
York is taken in by the epiphany. 
With its bred-in-the-bone male 
chauvinism it acclaims <~Ma man 
of the hour, and never mind the 
woman who put him there. 

Theoretically a comedy, The 
Associate is about as funny as 
being hit over the head with the 
works of Shere Hite. Perhaps you 
cannot combine hilarity with so 
much feminist preachiness. Or 


perhaps when women don male 
drag strictly for instructive sat- 
ire, we feel cheated of that richer 
reverb that female-male cross- 
dressing can carry - but that is 
probably as politically incorrect 
as the other targets here under 
tedious attack. 

Sexual certitude is up for grabs 
all over the place. With enchant- 
ing innocence the Society of Film 
Distributors, in their weekly 
press show listing, print the title 
of Scott Silver’s Johns as 
“John’s". Clearly unfamiliar with 
the slang American term far a 
male prostitute's clients, they 
have assumed it is the genitive 
case of a gospel saint: though 
this is easy to do in an era where 
martyr hustlers clog up the 
screen from My Own Private 
Idaho to Hustler White. 

John and Donner (David 
Arquette and Lukas Haas) are 
Midnight Cowboy-style buddies. 
They are anxious to quit the 
streets for a red emp tive trip to 
“Camelot”, a theme park some- 
where in the Midwest. But like 
the heroes of the recent Grid- 
lock’d, they cannot muster either 
the ' money or the mental 
resources. 

Silver’s script and direction are 
thick with sanctimony, as the 
characters weave through peni- 
tential setbacks one long, long 
Christmas Eve. In case we still 
feel a few symbols short of a 
Christ story, Arquette gets to 
wear crown of thorns-style 
wounds an his forehead after a 
beating up in which he is pin- 
ioned in crucifixion pose against 
a metal fence. 

I prefer the New Testament 
parables of Pasolini’s Mamma 
Roma and Larry Bishop’s Trigger 
Happy. The first Is a reissued 
Italian with Anna Mag- 

nani ma gnificent as the ex-prosti- 
tute trying to better herself. She 
gleams, glowers, snarls and 
weeps; and that is just when she 
goes shopping. When her teenage 
son (Ettore Garofalo) declines 
into illness, delinquency and jail 
- “ crucified" on a bench in strap- 
down solitary - she virtually 
.bums up the screen. Pasolini 
choreographs a fabulous dance of 


frees and landscapes in a Rome 
where the ruined walls of myth 
jostle with the derisory Utopia of 
its gleaming new suburbs. 

The black comedy Trigger 
Happy has Richard Dreyfuss as 
Lazarus: scat of. Garbed in what 
appears to be a white winding 
sheet - or perhaps it is just the 
latest post-Cbsz Fan Tutte 
Armani creation — tl w gangster 
emerges from mental hospital to 
re-bond with old sparring pals 
like Jeff Goldblum, who has sto- 
len his girlfriend (Diane Lane), 
hit-man Larry Bishop (who also 
wrote and directed the film) and 
henchman ' cum funnyman 
Gabriel Byrne. 

Byme steals every scene that is 
not fastened down. A death-wish 
Yorick, he sees it as his vocation 
to twit his superiors: a tendency 
that climaxes In a gloriously 
funny and appalling scene Involv- 
ing Paul Auks, the song "My 
Way" and Byme all but burning 
up on stage as he riffs cheerful 
insults at a Dreyfuss frozen in 
incredulity. On this evidence, the 
Irish actor could obviously play 
Archie Rice, or the Fool in Lear, 
or just about anything. The mm 
is fun too. 

Charlie Sheen has moved hack 
from comedy to screen drama, 
often a good move when no one 
is laughing at you. As a cub lead- 
ing man for Oliver Stone he 
made Platoon and Wall Street 
before his downhill sequence of 
spoof movies including Hot Shots 
and Hot Shots Deux. 

In The Shadow Conspiracy he 
scampers over Washington roof- 
tops for two hours as a White 
House adviser seeking the villain 
or villains who are out to topple 
President Sam Watarston. Guns 
blaze, cars screech and Linda 
Hamilton of The Terminator con- 
tinues her impersonation of an 
underused actress frantic for a 
good role. Sheen is capable and 
daubing . Blit it was surely ill-ad- 
vised to have so many action set- 
pieces with so little actual plot 
And if they were going to hire 
George Rambo Cosmatos to 
direct with trashy elan, did they 
need composer Bruce Brough- 
ton’s teeth-ratthng score as well? 
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T he new Garsington Opera 
season kicked off on Mon- 
day, not with a bang bat 
amid a multiple roar. Le 
pescatrici (“The flsherwomen"), a 
gentle, unassuming 1770 opera by 
Haydn, never had to contend with 
an angry buzz of strimmers from 
neighbouring yards, let alone a pri- 
vate plane doing repeated flyovers. 
One expected an imminent kami- 
kaze. 

By the next night's Cost fan tutte 
some kind of deal had been struck, 
and Mozart proceeded in peace. Just 
as well: opera patrons might have 
had unsuitable ideas about where to 
deposit their rubbish when depart- 
ing. Yet the problem is still simmer- 
ing away; Leonard Ingrams' village 
neighbours should not be branded 
Philistines because the open-air 
opera irks them, night after summer 
night - too loud and close-by to 
ignore, too obliquely distant to hear 
properly. 

The situation is pure Beverly 
Nichols, though only older readers 
will remember him. I foresee new 
difficulties when Richard Strauss’s 
Die dgyptische Helena Is added to the 
repertoire in 10 day’s time: Strauss 
makes a great deal more noise than 
Haydn or Mozart 
Le pescatrici was in feet somewhat 
muted, for its leading lady Patricia 
Bardon had lost her voice. She 
mimed her role on stage while Lore 
Lixenberg sang her arias (rather 
cautiously) from somewhere else, 
and - bizarrely - a gruff baritone 
voice delivered her recitatives from 
the pit ft did not matter so very 


Opera/David Murray 

Singers v. strimmers 
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Jozik Koc and Nicole Tibbeis in Tjb pescatrici 1 at Garsington 


much: verisimilitude would count 
for nothing in this piece, with its 
fanciful catchpenny story and its 
pasteboard characters. 

The rash* thin g is simply that 
everybody on stage should be nicely 
dressed, and should sing Haydn’s 
amiable, undramatic score with lyri- 
cal charm. That they did: the even- 
ing passed pleasantly, with genu- 
inely stylish conducting by Wasfi 
Kani and many bright voices. If 
there is anything more to be found 
in the music, it was the baritone 


Jozik Koc’s sober Prince who 
suggested it best 
Cos! fan tutte offers much more, 
and the Garsington team did 
remarkably well by it The ever-rell- 
able Steuart Bedford conducted a 
fresh, eager performance (and drove 
everybody to a splendidly reckless 
presto In the first-act finale); There 
was a touch of Victoria Wood about 
Cara O’Sullivan’s appealing Ftardi- 
ligi, who rose passionately to her 
two grand arias. Janis Kelly made 
Dorabella a sophisticated, world- 


ly-wise lady of mature allure. 

Their naughty maid Despina was a 
surprise: a frank, earthy Spanish 
mezzo, young Silvia Tro Santafe, 
who repeatedly seized the action by 
the scruff of the neck and shook It 
up. Andrew Slater played Don 
Alfonso, whose bet at the start 
engenders all the intrigue, as a 
large-suited businessman - fourth 
vice-president of some solid com- 
pany, perhaps - with a mock-inno- 
cent air and a whole range of little 
moues and winces: a portly tease, no 
Mephlstopheles- 

The personable American tenor 
Jeffrey Lentz played up to the com- 
edy with a will, and sang both a 
melting “Un aura amorosa” and a 
taut, angry "Tradito, schemito”. 
Excellently matched with him, Rich- 
ard Halton’a Guglielmo romanced 
and Aimed by turns, and supplied a 
invaluably lucid bass-line in the 
ensembles. 

Ian Judge’s production, in languid- 
casual modern dress, makes the cho- 
rus unusually active spectators on 
the scene (a decorative floor and a 
couple of doors - nowhere in par- 
ticular), and defies Nicholas Till's 
programme-note by closing the 
opera neither with reconciliations 
for partner-exchanging, but with a 
collective explosion of rage and bit- 
terness that sends everyone off 
alone, in his or her own direction. 
We can take that in our stride: the 
game is the same, however it sends. 

Cost fan tutte and Le pescatrici con- 
tinue in repertoire at Garsington, 
Oxfordshire, until July 5. 


Musical/Alastair Macaulay 

Voice over matter 


I n Always Jan Hartley 
gives the most touching 
and beautiful singing I 
can remember hearing 
in a musical. Unfortunately, 
Always is a foolish, vulgar, 
and saccharine musical 
about Edward Vm and Wal- 
lis Simpson. Admittedly, 
even its silliest passages are 
preferable to the hard-nosed 
manipulations practised by 
the blockbuster musicals of 
Lloyd Webber and Bloubil- 
SchCnberg. As written by 
William May and Jason 
Sprague, Always is a harm- 
less. foolish show that aims 
to please. But it is just 
another modern musical. 
And the genre stinks. 

Hartley plays Wallis- She 
acts with great dignity and 
with delicate feeling: no 
mean a chi evement amid a 
show that asks her to end 
nnp solo scene by shouting 
“I love him!”, another with 
"No, David, 001”, and then to 
wrap up the whole show, 
after be has asked “Will you 
marry me ?", by running to 
him yelling "Yes! Yerf YES!” 
In the initial scenes, her 
American accent Is a tad 
laboured (she gathers more 
European refinement as she 


proceeds), but at every point 
her handling of the dialogue 
is, by the standards of the 
modem musical, unusually 
fresh. 

And her singing really 
does transcend its context 
This is singing that develops 
naturally out of speech, with 
no change of gear; and it is 
so full of touching colour 
and refinement that it 
speaks more truly, more 
intensely , than her speaking. 

I t is also singing of rare 
accomplishment, secure 
from the handsome 
lower register to the 
glowing top, capable of 
swelling a long-held note or 
of making several different 
musical points within a sin- 
gle phrase. In particular, she 
can float the softest high 
notes above the stave, not as 
a special effect but as a com 
pletely expressive part of her 
music and characterisation. 

May and Sprague write in 
a variety of pulpy, derivative 
genres. In the title song, the 
last three words of the 
phrase “If Always were a 
place. Td take you there” 
seem to have hopped 
straight out of “There's a 


Place for Us” in West Side 
Story. The show, directed by 
Frank Hauser and Thommie 
Walsh, features a gauche 
divertissement at Cafe La' 
Paris ienne. The horse chorus 
is gruesome, the waiter 
dances feyly, and the Bubble 
Girl, who does a few slight 
tricks on pointe, has spa- 
ghetti legs and feet to match. 
The scene with the Welsh 
miners is naff (despite the 
excellence with which they 
sing their chorale version of 
“Long May You Reign"). 

What else? Edward vm 
here is a stuffed shirt, with a 
sweet centre; Clive Carter 
almost makes that Interest- 
ing. Hartley’s dresses, 
designed by Tom Rand, are 
almost all very well cut and 
coloured. Hildegard 
Bechtler’s sets work well, 
Peter Mumford's lighting 
excellently. 

In short. Always is a light- 
weight, soft-core, melodra- 
matic musical for tourists, 
amid which Hartley singB so 
well that you wish someone 
would star her in a show 
that did justice to her rare 
talent. 

Victorfa Palace, SWL 
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■ ATHENS 

EXHIBITION 

Ergostasta/School of Fine Arts 

Tel: 30-1-381 6930 

• Joseph Beuys: exhibition 

featuring a number of the German 
artist's drawings and engravings; 
to Jul 6 

■ BERLIN 

CONCERT 
Konzarthaus Berlin 
Tel: 49-30-203090 

• Berliner Sinfonte-Orchester 
with conductor Jac van Steen In 
works by Mendelssohn, 
Saint-Safins and Prokofiev; Jun 
12, 13, 14, 16 

OPERA 

Deutsche Oper Berlin 
Td: 49-30-3438401 

• Der Rosenkavalter. by R. 
Strauss. Conducted by JW Kout; 
Jun 15 

■ BONN 

exhibition 


Kunst- und Austeflungsfiafle der 
BundesrepubBk Deutschland 
Teh 49-228-9171200 
. • Germany Photography: display 
of 300 works by 150 German 
photographers from the 19th and 
20th centimes, covering different 
aspects of the medium, Including 
architecture, art, fashion, design, 
advertising and journalism; to 
Aug 24 

■ BRUSSELS 

EXHIBITION 

Musftes royaux dee Beaux-Arts 
de Belgique - Musfe <f Art 
Ancien Teh 32-2-5083211 

• Paul Delvaux: thematically 

organised retrospective devoted 
to the work of the Belgian artist 
featuring approximately 120 
paintings and 130 works on paper 
from international collections. Also 
on display are a number of tetters, 
photographs, souvenirs and other 
documents, including sketch 
books; to Jul 27 

■ LONDON 

ART 4 ANTIQUE FAIR 
Olympia Tel; 44-171-6033344 

• Summer Fine Art and Antique 
Fain featuring 400 fine art and 
antique dealas from the United 
Kingdom, Europe, the United 
States and South Africa; to 

Jun 15 

EXHIBITION 
British Museum 
Tel: 44-171-6361555 

• Ancient Faces: Mummy 
Portralts from Roman Egypt 
exhibition displaying nearly 200 
mummy portraits on wooden 


panels, linen shrouds and coffin 
Bds made between the 1st and 
3rd centuries AD; to Jul 20 
Spink & Son 
Tel: 44-171-9307888 

• Japanese Lacquer from the 
Mej]I Period: Golden Tates of 
Genji: display of 47 pieces of 
lacquer from a private collection, 
showing the fun repertoire of Megi 
lacquer tectaiiques, including high 
relief lacquers, details Inlaid with 
ivory and works sprinkled with 
gold and silver leaf. Highlights 
Indude a late 19th century writing 
box, a bookcase and a lobed 
incense burner; from Jun 16 to 
Jun 27 

Victoria & Albert Museum 

Tet 44-171-9388500 

• Susan Barron: Labyrinth of 

Time: display of one of the 
longest books In the world, 
measuring 152 metres and 
described as both a modem day 
illuminated manuscript and a 
relative of multi-media music 
videos. The seven volumes can 
be read as a book or unfolded 
into six configurations creating a 
visual puzzle of text and Images; 
to Sep 7 

■ MADRID 

CONCERT 

Fundacidn Juan March 
TeL* 34-1-4354240 

• Antonio Arias: performance by 
foe flautist, accompanied by 
Gerardo Lopez Laguna. The 
programme includes works by 
Arrieta, Gonzales, Halffner aid 
Abril; Jun 14 

EXHIBITION 

Museo Nadonal Centre de Arte 


Reina Sofia Tel: 34-1 -4675062 

• Eugenio 0*05 Crttico de Arte: 
display tracing the developments 
of Spanish modern art throughout 
tote century and the career of the 
Spanish art critic D'Ors. On 
display are works by artists 
Including Tomes G arete, Picasso, 
Dali, Mir6 and Saura; to Sep 15 

■ MUNICH 

EXHIBITION 
Haus der Kunst 
Tel: 49-89-211270 

• Frantisak Kupka und Otto 

Gutfreund: display of more than 
200 works by the abstract artiste 
from the 1920s and 30s, both 
inspired by musical rhythms; to 
Jul 20 

■ NEW YORK 

EXHIBITION 

The Metropolit a n Museum of 

Art Tel: 1-212-879-5500 

• Cartier: 1900-1939; exhibition 
tracing the progression in styles 
at Cartier from the turn of the 
century through to the 1920s and 
'30s. On display are more than 
200 examples of jewellery, docks, 
watches, and boxes, as well as 
design drawings and recently 
discovered casts made from the 
finished jewels; to Aug 3 

■ PARIS 

EXHIBITION 

Centra Georges Pompidou 
Tel: 33-1-44 7812 33 

• Made In Franca 1947-1997, 50 
arts de Grdation en France: 
exhibition of works from the 
permanent collections of the 


Centre Georges Pompidou and 
the Mus6e National d'Art Modems 
celebrating respectively the 20th 
and 50th annh/srstfies of the 
museums. Included are works by 
Braque, Colder, Chagall, 

Duchamp, Ernst, Matisse, 

Picasso, Balthus, Cesar, Dubuffet 
and Klein; to Sep 29 
Mus£e d'Art Modeme de la Vlfle 
de Paris Tel: 33-1 53 67 40 00 

• Jflrg Sasse: display featuring 
26 recent works by the young 
German photographer who takes 
snap-shots of everyday life, which 
are then scanned and altered by 
computerized technology to 
produce surreal images; to Jul 6 

OPERA 

TlKSatre des Champs-Byaftes 
Tel: 33-1 49 52 50 50 

• Le Nose di Figaro: by Mozart 
Conducted by William Christie, 
performed by Les Arts Rorissants. 
Soloists include WUflarn SftimeQ, 
Rosa Mannion, Lilian Watson and 
GIHes Cachemaille; Jun 13, 16 

■ ROME 

OPERA 

Teetro dell* Opera dl Roma 
Tel: 39-6-481601 

• 11 Barbtere dl Sfvigfla: by 
Flossini. Conducted by Gianluigi 
GelmettL The cast includes Anna 
Caterina Antonacd, Daniels ■ 
Baroeflona, Paul Austin Kelly and 
Bruno Praticd; Jun 14 

■ SAN FRANCISCO 

EXHIBITION 
Museum of Modem Art 
TeL- 1-415-357-4000 

• icons: Magnets of Meaning: 


exhibition assembling 300 design 
objects, including photographs, 
drawings, prints and videotapes, 
all centered around 12 Iconic 
objects, including blue jeans, 
lipstick, a surfboard, a baseball 
bat, a BMW car and the museum 
itself; to Sep 5 

■ STRASBOURG 

CONCERT 

Palais da la Musique at des 
Congrte Tel: 33-368 37 67 67 

• Sinfonia Varsovia: with 

conductor Lord Yehudi Menuhin 
and violinist Daishin Kashimoto in 
works by Beethoven and Brahms; 
Jun 14 

■ VIENNA 

CONCERT 

Konzerthaus Tel: 43-1-7121211 

• London Phllharmonia 
Orchestra: with conductor Mikhail 
Pletnev and violinist David Garrett 
in works by Brahms and Sibelius; 
Jun 14 

■ ZURICH 

OPERA 

Opemhaus Zurich Tel: 41-1-268 
6666 

• La Traviata: by VerdL 
Conducted by Welser-Mfist; 

Jun 15 

Listing selected and edited by 
ArtBase The brtemational Arts 
Database, Amsterdam, The 
Netherlands. Copyright 1997. AH 
rights reserved. Tet 31 20 964 
6441. E-maJL’ artbaseOpLnet 


WORLD SERVICE 

BBC for Europe can be 
received in western 
Europe on medium wave 
648 kHZ (463m) 


EUROPEAN 

CABLE 

AND SATELLITE 
BUSINESS TV 

(Central European Time) 
MONDAY TO FRIDAY 
NBC/Super Channel: 

07.00 

FT Business Morning 

10.00 

European Money Wheel 
Nonstop Kve coverage 
until 15.00 of European 
business and the 
financial markets 

17.30 

Financial Times Business 
Tonight 

CNBC: 

08J30 

Squawk Bair 

10.00 

Btropean Money Wheel 
18.00 

Financial Times Business 
Tonight 
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Peter Martin 


Bill’s billion- dollar bet 

Hie Microsoft chiefs decision to invest in cable TV could transform a 
historically parasitic industry but its success depends on consumer demand 


Has Mr Bill Gates made bis 

first bfllion-doflar mistake? 

The decision by Microsoft's 
chairman to invest that 
much money in Comcast, 
which owns a clutch of OS 
cable television systems, 
cm be seen in two ways. 
Either it is a bet on the 
transformation of clunky 
old cable into the digital 
superhighway. Or it is a 
play on the consolidation of 
the US cable industry* 
Either way, it is a long-term 
investment with uncertain 
prospects of reward. 

The cable industry is a 
strange business, histori- 
cally parasitic in nature. It 
came into existence because 
of the inability of television 
broadcasters to provide an 
adequate signal to same 
households. 

Cable owed its initial 
growth to gaps or limita- 
tions in legislation: the 
unwillingness of govern- 
ments to allow unfettered 
access to the airwaves, for 
example, or the unclear 
legal title to signals from 
distant or foreign stations. 

Its boom period in the 
1970s and 1980s stemmed 
from exploiting private- 
sector restrictions, such as 
the unwillingness of film 
studios to allow their expen- 
sive films to go directly 
from rfngfflfla to over-the-air 
television. 

It has provided a conve- 
nient subscription-based 
alternative form of distribu- 
tion for those suppliers or 
consumers unhappy with 
mainstream advertiser- 
supported broadcasting. In 
the UK, its relative success 
in providing cable telephony 
arises in part from the lin- 
gering unpopularity of the 
former monopoly supplier, 
British Telecommunica- 
tions. 

In short, cable’s success 
has stemmed not so much 
from any inherent tArhniwii 
or managerial superiority as 
from the failing s or limita- 
tions of its rivals. 

Now it owes its future 
prospects to the relative 
sluggishness of telecoms 


companies in seizing the 
opportunities thrown up by 
the new era of electronic 
communications- This is 
what Mr Gates says he has 
in mind in investing in 
Comcast: the creation of 
broadband connections to 
everybody’s home, to allow 
the creation of a whole new 

iwnmunieatlons medium. 

Despite the glamorous 
nature of the challenge, 
cable's comparative advan- 
tage is mundane: it owns 
the poles, ducts, trenches, 
junction-box sites, rights of 
way and all the other low- 
tech paraphernalia of deliv- 
ering physical connections 
to some 60m US households 
and some 40m in Europe. 

To provide those 100m 
households with the broad- 
band interactive services of 
Mr Gates’s Trnflginingg will 
require many more billions 
of dollars. Most of the cable 
systems will need wholesale 

upgrading to meet the tech- 
nical challenge, ft is a formi- 
dable business challenge, 
made more uncertain by the 
lack of an assured market. 

When cable systems were 
constructed, in the three 
decades from the 1960s, they 
were monopolies. Fran- 
chises were awarded by 
local or national govern- 
ments. In return for an 


assured monopoly, cable 
operators promised univer- 
sal service within their 
areas. 

Though such franchises 
persist, they are no longer 
impregnable monopolies. 
Changing technology and 
regulation makes rivals of 
telecoms companies in 
many countries. Satellite 
transmission is another 
threat; so is over-the-air 
multi-channel di gital broad- 
casting. 

In short, investing in 
upgrading cable systems is 
a much less certain venture 
than the original construc- 
tion of the systems - and 
that was rocky enough, at 
times. The fizture of cable 
may require, in short, the 
sort of head-on confronta- 
tion with rival delivery 
mpr-hnnigy ns that the indus- 
try has so far avoided. 

The biggest uncertainty, 
however, lies inside consum- 
ers’ heads. Will they want 
the new interactive medium 
that Mr Gates is beadily 
concocting for them? His- 
tory is littered, of course, 
with pundits predicting that 

fhig or that an terfatnmpn f 

medium will flop because 
“there’s just no demand for 
it”. Cinema, the talkies, 
radio, television - and. for 
all I know, the Illustrated 



magazine, the lyric opera 
and the illuminated manu- 
script - have all been pre- 
dicted as failures due to 
insufficient demand. All 
have triumphed. ' 

So precedent is certainly 
on the side of the vision- 
aries. Still, within the long 
roster of successful new 
iperiia . a trend is apparent; 
ftaoh successive innovation 
has required less audience 
participation rather than 
more. At each step, the 
imaginative effort required 
of the consumer has fallen 
Radio stories require less 
effort than books; rfnema 
and television less than 
either. 

The few new interactive 
media that have achieved 
genuine mass response - 
such as home shopping — 
require less participative 
e ffo rt than traditi onal shop- 
ping. The interactive vision 
implies a reversal of this 
trend: a stepping back from 
passivity towards a fuller 
involvement of the audi- 
ence. That may be a vision 
too far. 

There is undoubtedly 
pent-up demand among 
some consumers for broad- 
band home connections. 
Enthusiasts are switching 
from passive TV watching 
to the more active use of the 
worldwide web. Accessing 
the web over the traditional 
phone system is frustrating, 
and there is a market, 
among a sizeable minority 
of households, for more 
powerful connections. 

And then is a number of 
ways in which the interac- 
tive visionaries are working 
with the trend towards ' 
greater passivity. Some of 
the uses of broadband con- 
nections will reduce the 
imaginative effort required 
to undertake participative 
transactions, like selecting a 
holiday destination. 

All this implies a modest, 
information-based growth of 
interactivity - not enough, 
perhaps, to justify the scale 
of capital investment 
required to upgrade older 
cable systems, but certainly 


For a quarter of a century, DGZ International 
S.A. has been successfully operating on the 
Euromarket serving public-sector borrowers, 
internationally-operating companies, and insti- 
tutional investors. The Bank's financial state- 


’ low-cost and risk-conscious funding, we made 
use of a broad spectrum of derivative instru- 
ments. Against this background and taking net 
income from financial transactions into account, 
we achieved an ordinary operating result sub- 


25 YEARS OF EUROMARKET 
EXPERIENCE AND 
ANOTHER SATISFACTORY RESULT 


ments for this anniversary year illustrate the 
basic approach which we have pursued over the 
years. 

The moderate increase in business volume 
was achieved primarily through foe expansion of 
the securities portfolio. Reflecting our risk con- 
trolling lending policy, the volume of loans out- 
standing remained practically unchanged. For 
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stantialfy above the previous year's level. The net 
income for foe year rose to DM 65‘million. 

The confidence of our clients and the dedi- 
cation of our staff have significantly shaped our 
development over the past 25 years. We wish to 
express our gratitude to all those who have con- 
tributed to our success. 


Total Assets 

Due from Banks 

Due from Non-bank Clients 


Deposta byBanks 
Deposits by Non-bank Clients 
Own Funds 

Net Interest and Commission Income, Trading Results 

■ ■■■l»*aaaa«- ■.|........|Nalia.i.Mlai..aaaHII H .., I ^,|||,,,,, | , |II||IIill " 1 

Administrative Expenses 

* >lllaaM.iaaa. . an a,. 

Taxes 

Net Income 


A copy of our annual report is available upon request. 


Deutsche Girozentrale 
International S.A. 


16, Boulevard Royal. L-2449 Luxembourg, Tel.: 1352) 46 24710, Fax: (352) 46 24 77 



enough to encourage any- 
one constructing a system 
from scratch to build inter- 
activity in from the outset 

To justify universal broad- 
band connections to the 
home requires something 
that is not yet in prospect 
the creation of an art form 
that exploits it. Parallel- 
action, tension-building 
thrillers exploited the new 
cinematic medium of the 
early 1900s, quiz shows used 
the potential of early radio 
and I Love Lucy exploited 
the essentially domestic 
medium of 1950s TV. 

The new interactive 
broadband art form will 
need to be powerful and 
involving enough to over- 
turn the historical trend 
towards passivity. It will 
need to be, perhaps, some 
form of three-dimensional 
“you are there" experience. 

We are still some way 
from that prospect In the 
meantime, the pro vision of 
internet access over cable 
will keep early adopters and 
business users happy. In the 
US, the ©Home intemet- 
over-cable system is avail- 
able to 5,000 subscribers in 
10 communities; there are 
comparable fledgling 
systems in Canada and ibe 
UK 

This sort of development 
has contributed to a general 
recovery in investors’ atti- 
tude towards cable, as tele- 
coms operators prove slow 
in bringing their own 
high-speed internet offer- 
ings to a wider market The 
satellite threat also seems 
less formidable, as Mr 
Rupert Murdoch's US ambi- 
tions in this field are now 
cosily gathered into a 
shared venture with cable 
operators. Such trends will 
go some way towards justi- 
fying Mr Gates’s hilhon-dol- 
lar bet But it will take 
much more money, and 
mnrih more imagination, to 
give cable a chance of 
breaking out of its parasitic 
relationship with other com- 
munications industries, to 
become a medium in its own 
right 


. BC^Pl REVIEW - Samuel Britten 

SINGAPORE’S AUTHORITARIAN CAPITALISM 
By Christopher Lingle 

The Locke Institute, Fairfax Virginia. 168pp. £10 

Zero tolerance, 

Singapore-style 


The UK Institute of 
Economic Affairs has issued 
two contrasting reports by 
North American free market 
rtimfc^niw One is an iwfav 
of “economic freedom of the 
world”.* The other is a 
report by Mr Christopher 
Lingle, a US economist, doc- 
umenting his allegations of 
Singapore's efforts to sup- 
press dissent Yet on the 
“freedom” index Singapore 
ranks number two after 
Hang Kang - above the US 
itself, let alone the countries 
of western Europe. 

The contrast can be seen 
in two ways. First there is 
far more to fr ee d om than the 
narrowly economic kind. 
Secondly, there are subtle 
links between political 
repression and the reality of 
economic freedom itself, dif- 
ficult to put in any index. 

For instance, the Singa- 
pore public authorities own 
three-quarters of the state’s 
housing stock, which can be 
a useful source of power. So, 
too. can the annual renewal 
of outsiders’ licences to 
engage in financial activi- 
ties. These items do not 
count for much in an index, 
heavily influenced by sub- 
jects SUCh as inflation and 
controls on commercial 
transactions. Although the 
North American urge for 
quantification has some 
advantages, it can be mis- 
leading in relation even to 
economics. let alone other 
matters. 

Mr Lingle's account of his 
experiences, as a senior fel- 
low of foe National Univer- 
sity of Singapore, merits 
study. On October 1 1994 an 
article appeared in the Inter- 
national Herald Tribune by 
Mr Khishore Mahbubani, 
permanent secretary of the 
Singapore foreign affairs 
ministry, entitled “You may 
not like it Europe, but this 
Asian merit trine could help”. 
It began: “While the guns 
are almost silent in East 
Asia, Europe is surrounded 


by c onfli ct”, stretching from 
Algeria to Bosnia. It went on 
to criticise European exter- 
nal policy together with the 
assumption that “the natu- 
ral progress of history will 
lean to all societies becom- 
ing liberal democratic and 
capitalist”. 

The article provoked a 
reply from Mr Lingle. 
Shortly afterwards two 
police detectives, investiga- 
ting charges of criminal def- 
amation and contempt of 
court, came to interrogate 
him On the advice of other 
expatriates, Mr Lingle took 
the next flight home. 

He received notice to 
return to Singapore to 
respond to charges that he 
had made contemptuous 
remarks about its judicial 
system. But he decided not 
to return. Mr Lingle’s article 
marie nn specific reference to 
Singapore. 

This indeed was the theme 
of an apologetic “clarifica- 
tion” published by the IHT 
before the trial. Neverthe- 
less. not only was he con- 
victed of contempt of court, 
but so, too. were the pub- 
lisher, Asia editor, printer 
and distributor of the IHT. 
The US State Department 
publicly condemned Singa- 
pore’s actions. 

The rulers of the country 
had already embarked on a 
campaig n to sell “Asian val- 
ues”. The flogging of an 
American teenager for 
spraying paint on a car was 
flaunted as an example of 
the superiority of these val- 
ues over the supposedly dec- 
adent individualist societies 
of the west. Mr Lingle had 
earlier hints of official intol- 
erance when he was hauled 
over the coals by the dean of 
his faculty after an article 
questioning estimates of Chi- 
na’s - not Singapore's - eco- 
nomic growth. 

He claims his experience 
in Singapore was not an iso- 
lated incident. Mr Francis 
Siew, a former solicitor gen- 


eral, was detained for 72 
days under the colonial 
Internal Security Act after 
defending some prominent 
political prisoners and later 
indicating his intention to 
enter opposition politics. 
However, according to Mr 
jungle, it is more usual for 
opposition figures to be 
investigated for tax offences 
or defamation. 

The country’s leaders. Mr 
Lingle alleges. have 
exploited the vulnerability to 
expensive defamation 
actions of international 
media which make Singa- 
pore their regional printing 
or distribution centre. They 
have also enforced direct cir- 
culation restrictions. 

Mr Lingle’s account of his 
experiences is a prelude to 
an analysis of authoritarian 
ca pi talis m. He sees Singa- 
pore as only one example of 
phobocracy, or rule by fear. 
But the island of 3V»m people 
is important both for its 
focal economic position and 
because of its claim to set a 
moral example - a claim 
accepted by some in the west 
who should know better. 

Mr Lingle expounds Singa- 
pore’s achievements. “A tiny 
country bathed in sweltering 
tropical torpor which has 
achieved in a few decades a 
western per capita income, 
with a sophisticated labour 
force and little unemploy- 
ment or poverty.” He has, 
moreover, some hopes that 
as economic advance turns 
to knowledge-based indus- 
tries. Singapore will have to 
turn to “liberal democratic 
capitalism” if it is to foster 
the critical spirit on which 
these activities depend. 

The author has made a 
case which should give 
pause to some of the more 
credulous admirers of 
“Asian values”. 

* Economic Freedom of the 
World, 1997. bp J. Gwartney 
and R Lawson. Fraser Insti- 
tute, Vancouver. £35 
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Benefits of a super- SIB underplayed, while 
inherent risks have been exaggerated 


From Mr MaxmaHan 
JJB.HO0. 

Sir, I wish to challenge 
some of the views recently 
expressed in your newspaper 
concerning the creation of a 
“super-SIB”. 

Professors Goodhart and 
Llewellyn (Personal View. 

“A blurred outlook”. May 
30), while noting the weak- 
nesses of the old regulatory 
structure, caution that 
merely phanping institu- 
tional structure does not 
guarantee high quality regu- 
lation. This observation is 
beyond contention but their 
conclusion, that the so-called 
“Twin Peaks" approach is a 
superior reform option, 
should not go unchallenged. 


In essence, the authors 
highlight legitimate fears 
about the operation of a 
super-SIB but offer no real 
evidence that: (a) the fears 
wiQ be realised; or (b) that 
the Twin Peaks approach 
represents a superior solu- 
tion to the problems raised. 

Mr Michael Taylor's letter 
(June 4) levels several criti- 
cisms against *h<> creation of 
a super-SIB. However, on the 
subject of "management 
overload”, surely an appro- 
priate management struc- 
ture (matrix-style or other- 
wise, depending upon the 
inte rnal configuration of a 
super-SIB) can be designed 
to minimise the problem. On 
the question of exposure to 


“reputational contagion”. I 
submit that it is a gross 
exaggeration to suggest that 
the risk faced by a super-SIB 
is (me of the same order of 
magnitude as that faced by a 
central bank charged with 
the responsibility of supervi- 
sing banks. 

In the latter case the real 
economy suffers If the 
authority of the central bank 
is damaged in this way 
through the emergence of an 
interest rate premium. Given 
that we do not yet know 
what funding arrangements 
will operate under the new 
regime, I cannot see how we 
can criticise super-SIB on 
this score. Finally, on the 
question of the “concession 


of power”, I would suggest 
that the issue of accountabil- 
ity is of more importance 
and. under the new regime, 
this is quite clear - the UK 
Treasury is firmly in control. 

In s ummar y each of the 
three academics is at fault in 
playing down the potential 
benefits and exaggerating 
the risks inherent in the new 
approach. The proposed new 
structure deserves to be 
given the chance to prove 
itself. 

Maximilian JJB. Hall, 
senior lecturer in 
economics, 

Loughborough University, 
Loughborough, 
Leicestershire LEU 3TU, UK 


Tax advisers I Educate for a sustainable future 


From Mr Roger AL Bale. 

Sir, Retr oa ct i ve legislation 
carries with it all the integ- 
rity of the Nigerian govern- 
ment If any tax were to be 
levied regarding UK privati- 
sation it must surely be on 
the highly paid City advisers 
on whose advice the govern- 
ment sold the shares at a 
price that has since proved 
to be substantially less than 
what could have been 
achieved. 

Roger M. Bale, 

KocqueBerg, 

St Clement, 

Jersey JE2 6FT, Cl 


From Professor Michael 
Bassey. 

Sir, In politics, the person 
and the place are at least as 
important as the idea. So 
when Mr Michael Meacher , 
the environment minister, 
writes in the FT (Business 
and the Environment View- 
point, June 4) about the eco- 
logical predicament of the 
global environment and rec- 
onciliation of north-south 
needs, there is a juxtaposi- 
tion that gives a spark of 
hope for the future. 

In going to the second. 
Earth Summit in New York 
this month , Mr MeacbST 


could usefully consider the 
role of education in striving 
for sustainable development 
He could inquire about the 
Baltic Sea project where 
young children, from several 

Scandinavian countries, 
quizzed political leaders 
about why the sea was dying 
- and embarrassed them by 
asking questions they could 
not answer. He might ask 
how some teachers per- 
suaded McDonald’s in Fin- 
land to eschew plastic con- 
tainers (manufactured from 
fossil fuels) and use wood 
products instead. 

When he returns to the UK 


he might persuade education 
secretary, Mr David Blun- 
kett. that education for a 
sustainabl e future, incorpo- 
rating community action by 
young people (for their 
future is more at risk than 
ours), should feature large in 
the re-writing of the notional 
curriculum. 

Michael Bassey. 

(emeritus professor of edu- 
cation, Nottingham Trent 
University). 

The Cottage, 

The Moor, 

Kirklington, Newark, 

Notts NG22 8NQ, UK 


Belgian super-utility plan contrary to competition aims 


From Mr Graham Weak. 

Sir, The proposal of the 
Belgium government to 
merge two of its banks and 
also to create a “super- 
utility” through the com- 
plete fusion of Tractabel and 
Electrabel (“Belgium backs 
creation of ‘super utility* ”, 
June 6) betrays a disappoint- 
ing appreciation of true com- 
petition within the internal 
European market The 
Dutch government was 
guilty of a similarly myopic 
view with its 1995 white 
paper proposal to merge its 
four power-generating com- 
panies in order that the 


Netherlands should have a 
national company strong 
enough to compete at the 
European level 

The essence of a properly 
competitive internal market 
is that there should be com- 
panies with a good spread of 
assets operating broadly 
across Europe, rather than 
increasingly concentrated 
operators active primarily 
within current natio nal 
boundaries. 

The downstream oil indus- 
try is considered very com- 
petitive in most countries 
and therefore forms a useful 
model for the structure of 


other European industries. 
Many of the large companies 
have for many years had a 
portfolio of operations across 
a number of countries. The 
result is that there are rela- 
tively few regions within 
Europe, let alone whole 
countries, where a single 
operator has more than 25 
per cent market share, a 
level which is often consid- 
ered as a critical threshold 
for competition by authori- 
ties such as the Monopolies 
and Mergers Commission- 
Initiatives by national gov- 
ernments to strengthen com- 
panies within their own 


national boundaries fly In 
the face of the internal mar- 
ket agendo. The European 
Commission should state its 
opposition to such moves 
and also begin to think 
about establishing long-term 
limits for the market share 
of a given operator in any 
field within defined geo- 
graphical regions, 

Graham Weale, 

director of European energy 

services. 

WEFA, economic and energy 
consultants. 

4 Winsley Street, 

London WlN 7AR, UK 
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A chapter for 

employment 


The European Union is an 
unemployment black spot. 
Unemployment in Spain is over 
20 per cent of the labour force; 
in France and Italy it is around 
12 per cent; and in Germany it 
is about 10 per cent Inevitably, 
this barms the cause of Euro- 
pean integration. 

Hie answer, it is suggested, is 
insertion of an employment 
chapter into the treaty due to be 
fin al i sed in Amsterdam w«wt 
week. This could be helpful, but 
not if it diverts attention from 
the need for bold re fo rms by 
individual member states. 

Perhaps the most encouraging 
aspect of the chapter is the pro- 
posal to take the goal of employ- 
ment into consideration in the 
“formulation and Implementa- 
tion of Community policies 
activities".. 

The chief concrete proposals 
are to draw up guidelines for 
the employment policy of mem- 
ber states; require each member 
to provide an annual report on 
its employment measures; call 
on the council of ministers to 
evaluate Implementation of 
those measures; and. on the 
basis of these evaluations, have 
the council and European Com- 
mission make a joint report on 
employment in the EU. 

The draft chapter also refers 
to EU “incentive measures” for 
employment This apparently 
refers to pilot schemes to be 
financed by the EU budget. 
However, it explicitly excludes 
“harmonisation of the laws and 
regulations of the member 
states". 

An optimistic view of the 
draft chapter is that the proce- 
dures will make it easier for 
member states to learn from 
one another’s successes and fail- 
ures: provide helpful EU back- 
ing for governments needing to 


m a ke unpopular chang wi in pol- 
icy, and ensure the evaluation 
of EU measures for their 
on employment. 

Employment policy will 
remain the responsibility of 
individual members. But the 
procedures in the draft chapter 
should help them grariw that 
responsibility more responsibly 
and limit the flanmp> done by 
EU legislation. 

Ag ains t this, it must be recog- 
nised that labour markets are 
national. The riiffw PT>rj»g in 
employment performance 
among the ElTs member states 
demonstrate the effective power 
that member states still possess. 

In addition, no chapter 
paper over fundamental dis- 
agreements an how high unem- 
ployment is to be cured. Siwib 
believe the EU a mare 

expansionary macroeconomic 
policy. Others will resist any 
attempt to enshrine such a 
notion tn EU policy making. 

Equally, some believe hi gfrpr 
employment can be secured by 
tighter regulation. The new 
French government even sug- 
gests that a shorter working 
week, without reductions in 
wages, is part of the answer. To 
others, this spomg madness. In 
Ti ght of finch deep differences, 
each country must be allowed 
to choose its own path. 

The biggest benefit of the 
chapter would be the mandate 
to cast a searching H gh+ an the 
negative fmparf of W gh.innMiw1 
EU social regulations. However, 
it will not rectify macroeco- 
nomic policy mistakes and can- 
not relieve member states of 
their own predominant respon- 
sibility for the mess many are 
in. If its fine words are taken as 
a substitute for such action, 
rather than a spur to it, it 
would be worse than useless. 


Blair and China 


Mr Tony Blair, Britain’s prime 
minister, is right to attend the 
handover ceremonies in Hong 
Kong on June 30. His presence 
will be an appropriate mark of 
respect to the new sovereign 
and underline Britain’s continu- 
ing interest in the well-being of 
the territory and its people. 

It would have been churlish 
to stay away, but his brief visit 
will also be the sharpest test yet 
of his skills as a statesman. Hie 
world will be watching closely. 

This is an opportunity to lay 
the foundations of a new and 
constructive relationship with a 
China that is growing in impor- 
tance both economically and 
politically. Yet Mr Blair cannot 
shirk the obligation to convey 
Britain's deep reservations 
about China's approach to dem- 
ocratic freedoms in Hong Kong. 

The requirement is to be both 
firm and polite. Mr Blair must 
manage to leave Chinese lead- 
ers in no doubt about where 
Britain stands on these issues 
without going out of his way to 
sour the mood at what ought to 
be a moment of celebration. 

It is appropriate for him to 
leave before China swears in its 
unelected provisional Legisla- 
tive Council for Hang Kang. 

British ministers were never 
going to attend that particular 
ceremony. Having already per- 


suaded the US to stay away, 
Britain should also actively 
encourage its European allies to 
do the same. Mr Blair should 
use next week’s Amsterdam 
summit to persuade his follow 
leaders of this. Otherwise Euro- 
pean solidarity, already dam- 
aged by France’s maverick line 
on Chinese human rights, will 

China, too, lias an interest in 
avoiding acrimony. It has made 
the handover more difficult by 
its wholly unnecessary decision 
to swear in the new legislature 
simultaneously with the new 
chief executive. Separate cere- 
monies would ease its own 
embarrassment 

Neither country should be 
squabbling over procedural 
details at this stage. It is un- 
edifying to see Britain picking a 
fight over what appears to be a 
simple Chinese request for per- 
mission to bring in some troops 
so it can have some forces pres- 
ent from the moment it takes 
over. Perhaps a British retreat 
on that score might be met with 
a concession from China on the 
swearing-in. 

That would be a sign, con- 
firmed by Mr Blair’s presence in 
Hong Kong, that a Labour gov- 
ernment can engage with China 
while stm standing up for its 
principles an human rights. 


Ending poverty 


It would be too easy to dism is s 
the United Nations’ Human 
Development Report on eradi- 
cating world poverty as utopian 
or irrelevant Grand initiatives 

of the past have tended to fimle 
out, most notably the commit- 
ments made at the UN Confer- 
ence on Environment and 
Development held at Rio in 
1992. A dismissive response 
would, however, be mist aken . 
As the report illustrates, great 
progress has been made. 

The evidence shows that with 
the right policies, appropriate 
allocation of resources, and 
political commitment, poverty 
can be reduced, as countries as 
diverse as China and Malaysia 
demonstrate. Child mortality in 
developing countries has been 
halved, and malnutrition has 
fallen by a third in the last 80 
years. 

But the plan to eliminate pov- 
erty remains a formidable task. 
Huge numbers remain impover- 
ished - 515m in South Asia, and 
most worrying of all, in Africa, 
where the proportion of people 
in poverty is increasing- 

The report is right to point 
out that to win the figb* against 
poverty, investment in educa- 
tion. particularly primary edu- 
cation, is vital. Greater gender 
equality should be a go&j- 
Women, and children, are much 


more likely to suffer poverty 
than adult males. The report is 
also right to say that developing 
countries have to help them- 
selves. Civil war and excessive 
military expenditure can make 
improvements in living stan- 
dards impossible. 

The cost of piimiwaHnp the 

most dire aspects of poverty is 

not great Water, nutrition,' and 
baric health care and edu catio n 
can be provided at relatively 
low cost Such investment leads 
to lower birth rates, as well as 
promoting economic growth. 

The industrial world ought 
not to have great difficulty in 
finding the $4bn a year the 
report says would provide baric 
social services in developing 
countries. It will be less easy to 
ensure the level of organisation 
and commitment from the gov- 
ernments of developing coun- 
tries which is needed to make 
the reduction of poverty a real- 
ity. 

Corrupt and unstable govern- 
ments can make soluble prob- 
lems impossible. Where govern- 
ments are prepared to 
co-operate, there is a moral obli- 
gation on the part of the indus- 
trial world to help. And while 
poverty is not going to be wiped 
out in the next twenty years, 
the authors of the report are 
right to set their sights high. 
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Nervous summer ahead 

The suppositions that have buoyed European stock markets will 
be severely tested over the next months, argues Philip Coggan 


S tock markets are 
driven by hopes and 
dreams, hut there 
comes a time when 
they need to demon- 
strate a more solid foundation. 
Far more than a year, European 
-bourses have been carried higher 
by a wave of optimism: that con- 
tinental European ec onomies win 
revive; that economic mone- 
tary union will proceed an sched- 
ule; and that industry will 
restructure itself. Some of those 
hopes may' be severely tested in 
tfa npit few months. 

One sign of the p ot e ntial diffi- 
culties came on Monday, when 
fee new French Socialist govern- 
ment caTTfld for more ft™ to con- 
sider the stability pact far enforc- 
ing budgetary rigour when the 
single currency goes ahead. The 
request prompted fears that mon- 
etary union might be delayed mm 
caused a drop tn share prices in 
France, and in the government 
bands of countries such as Italy. 

A touch of profit-taking might 
have been expected; con tinen tal 
European bourses have shot 
ahead by 24 per cent in local cur- 
rency terms since the start of the 
year and by a startling 56 per 
cent since the h arming of 1996. 

The worldwide climate of low 
inflation and low interest rates, 
which has carried Wall Street 
and the UK stock market to 
all-time hi ghs thin week, hna 
played a significant part in the 
strength of European bourses. 
These are heady days for equity 
investors, with a tidal wave of 
liquidity sinfihtng through globa l 
stock markets. 

Mr Ian Harnett, director of 
European strategy at NatWest 
Markets, argues that e ontto epfaj 
bourses do not appear overvalued 
relative to interest rates, even 
after their recent strength. 

. Until this week, the doubts 
about the ability of several Euro- 
pean Uni chi countries to meet the 
Maas tricht criteria for entry into 
Rimi, and qualify for a single cur- 
rency, had done little to upset 
investors. The widespread 
assumption, especially following 
the row between the German 
g o ve rnment and ftg Bundesbank 
about revaluation of the latter’s 
gold reserves, has been that mon- 
etary union win go ahead , albeit 
on a very broad basis. 

Since even the German govern- 
ment is having to resort to 
accounting tricks to get below 
the deficit ceiling target - 3 per 
cent of gross domestic product - 
it win not be able to stand an its 
Acral rectitude and pmTnda other 
eager c a ndi da t e s. 

A broad monetary union, 
which includes Italy, Spain and 
Portugal, is likely to lead to a 
weaker euro - the new single 
currency — than a more narrowly 
focused union, based on. say. Ger- 
many, France and the Benelux 
countries. A Merrill Lynch sur- 
vey erf continental European fund 
managers last week found that 76 
per cent now expect a soft euro, a 
Mg switch from May, when 61 per 
cent expected a hard currency. 

'Weakness in European curren- 
cies has traditionally been good 
news for their stock markets, 
much as British pr ofits *>Tid ghnn > 
prices fed well once sterling was 
forced out of the exch a n g e rate 
TTtfltf+fiTngTw ft September 1992. 
“There has been a strong correla- 
tion between the D-Mark/doIlar 
rate and European stock indices 
in recent years,* says Mr Chris 
Johns, European strategist at 
ABN-Amro Hoare Govett 


European markets: on the crest of a wave? 
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“You have three basic scenar- 
ios - broad union, narrow union 
and delay,* says Mr Mark 
Howdle, head of European strat- 
egy at Union Bask of Switzerland 
in T/mdnn- “Of the three, broad 
Emu is the best for equities, 
because it helps exporters’ com- 
petitiveness, and lifts economic 
growth.* 

However, the Bundesbank row 
and the election of a French gov- 
ernment which wants a change 
in the approach to monetary 
Tminn have heightened the risks, 
according to Mr Howdle. "The 
chances of postponement have 
increased," he says. "And if the 
markets were 100 per cent con- 
vinced of postponement, they 
would- be 10 per cent lower than 
they are now.* 

The reel danger of postpone- 
ment Bes not in the direct effect 
on equities themselves but in the 
implications for bond markets. 
The prospect of a stogie currency 
has forced down the yields on 
European government bonds, 
particularly of countries wife tra- 
ditionally week currencies such 
as Italy and Spain. Previously, 
overseas investors demanded 
high yields on such bonds 
because of the risk of foreign 
exchange losses; a single cur- 
rency would virtually eliminate 
that danger. 

Postponement would cause 
baud yields in countries such as 
Italy and Spain to soar, wmirfwg 
equities look very exp ensive rela- 
tive to fixed- income instruments. 

But until Mo nday the bond 
markets were surprisingly calm 
about the recent political devel- 
opments. “If you’d described 
recent events to a bond trader six 
months ago, he would have said 
it was a recipe for a bond market 


meltdown," says ABN-Amro’s Mr 
Johns. It seems that most bond 
investors have decided the politi- 
cal will behind Tgwm is unstop- 
pable, whatever the problems, 
and that fitfinfim remains a dis- 
tant threat 

The relaxed attitude of bond 
markets may not be entirely good 
news for equities, gtnne the lack 
of inflationary pressure in 
Europe owes much to the conti- 
nent’s sluggish gr o wt h record. 
Industrial production in the 15 
European Union countries rose 
by only 0.4 per cent in 1996, com- 
pared with 2.7 per cent in the US 
and 2.6 per cent in Japan, accord- 
ing to the Organisation for Eco- 
nomic Co-operation and Develop- 
ment. Unemployment at 10.9 per 
cent in the EU, is more than dou- 
ble US levels. 

The austerity programmes 
adopted by many countries as 
they struggle to meet the Maas- 
tricht c rit eria have played their 
part in restricting growth. It is 
no wonder that the new French 
government wants more empha- 
sis on growth and employment in 
the monetary union process. But 
for equities, the danger is that, if 
the French win the argument and 
growth is emphasised, bond mar- 
kets win take flight The ideal 
solution for stock market inves- 
tors is for European economies to 
recover, and profits to rebound, 
without a Keynesian-style refla- 
tion across the continent 

The key to squaring the circle 
is the idea that restructuring ran 
resuscitate the E u rop ea n corpo- 
rate sector. The theory is that 
European companies win adopt 
“Anglo-Saxon" practices; enhanc- 
ing profits by a range of mea- 
sures such as cutting costs, spin- 
ning off subsidia r ies, m a k ing 


shareholding structures 
more transparent so on. 

At the same time, some hope 
Europe’s governments win sweep 
away years of state interference 
and excessive social costs, and 
move towards a more flexible 
market — th er eby increasing the 
long-term growth rate of the 
economy without creating infla- 
tionary pressure. 

B ut UBS's Mr Howdle 
thinks the prospects 
for restructuring 
have been over- 
estimated. "It has 
become clearer to the mare uto- 
pian international investors that 
Europe is not the US. Political 
constraints exist in Europe that 
don't exist in America. Japan 
may have moved ahead of Europe 
in the global restructuring league 
table" he says. 

The existence of a substantial 
majority of left-leaning govern- 
ments across Europe Illustrates 
tile difficulties of pursuing struc- 
tural reform. This is particularly 
the case in France, where union 
power is more entrenched and 
the political culture has tradi- 
tionally favoured state interven- 
tion and looked askance at the 
Anglo-Saxon model. The new 
government is even less likely 
than the old to approve of 
restructuring, which it regards 
with some justification as a 
euphemism for shedding jobs. 

That could he significant in 
industries where the French gov- 
ernment has a large degree of 
direct control, such as car manu- 
facturing and the banks. But it 
may not be' quite as significant 
elsewhere. “Change is being 
d ri v e n by corporate management, 
not by governments ” points out 


BZWs Mr Lomax, as European 
industry finds it needs to cut 
costs in order to compete in 
global markets. 

Perhaps pessimism about the 
prospects for French industry 
may have been taken too far. The 
French stock market has disap- 
pointed its supporters during the 
last five years, und erp er f orming 
the rest erf Europe by 30 per cent 
“An awful lot of restructuring 
has been priced into Germany, 
where reform is happening, but 
there has been a lot of hype,” 
says ABN-Amro’s Mr Johns. 
“Arguably virtually no restruct- 
uring is priced into France.** 

This can be seen by looking at 
the price-earnings ratio, the 
broad measure which compares 
share prices with profits that 
many strategists use to assess a 
market’s valuation. The p/e ratio 
of the French market is 16, 
according to Datastream - signif- 
icantly lower than the 19 rating 
accorded to Italy or the 20 multi- 
ple on which Germany trades. 

But to justify any of those rat- 
ings, investors need some good 
news about the outlook for Emu, 
for European economies, and for 
corporate profits. 

Some sort of deal on the stabil- 
ity pact may be thrashed out at 
the intergovernmental confer- 
ence in Amsterdam, with a form 
of words on growth and employ- 
ment satisfying the honour of the 
French. 

But there is plenty ctf scope for 
disagreement; either some des- 
perate fiscal fudges will he 
required to meet the Maastricht 
criteria or a decision wifi have to 
be made to waive the rules. The 
ramifications seem likely to give 
tire financial markets a nervous 
summer. 
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A Touch Of Humour 
There always seems to be a 
. touch of humour in the 
• statistics of Switzerland — a 
country that it seems 
. impossible to take seriously, 
but one which, as our Consul 
. at Brine points out. Tanks 
. rr»mmwrfn tfy in pr oportion to 

its population among the- first 
in the world. To conserve and 
. increase thia wiw i m H miit ’ - - 
position, treaties have been - 
altered Into right and left in 
recent times. First thee was " 
one with Japan, and others •„ 
have now either been 
completed or unto, 
negotiation with Tunis, 
Austria-Hungary, Arge n ti n a, 
Paraguay, Chili, Brazil, 

Mexico and Bulgaria. 

Bourse Law In German y ' ' 
The effect ofthe new Bourse- 
law in Germany is evidenced 
by a decline th the revenue 
from stamps and duties on 
Stock Exchange transactions 
which took place in ApriL-fr 
is exp ected that the 
contraction in business wih 
continue at least during June. 
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UN publishes action plan to 
rid the world of poverty 


By Frances WTOtams in fieneva 


A six-point plan to eliminate 
worldwide extreme poverty by 
the early years of the 21st cen- 
tury Is put forward today by 
the United Nations Develop- 
ment Programme In Its annual 
h uman development report. 

The report says providing 
universal access to basic social 
services and support to allevi- 
ate poverty would cast $80bn a 
year. 

While huge strides have 
been made in reducing poverty 
over the past 30 years in the 
developing world, a quarter of 
the world's population is still 
affected. In eastern Europe and 
the former Soviet Union, the 
proportion of poor people has 
risen sharply over the past 10 
years* the UNDP says. 

The report looks at “human 
poverty" which takes into 


account low Income as well as 
life expectancy, literacy and 
access to basic social services. 
On this measure, half the pop- 
ulation of sub-Saharan Africa 
will suffer human poverty by 
the year 2000, tile UNDP 
predicts. 

Developing countries mak- 
ing most progress In the fight 
against poverty include Trini- 
dad, Cuba, Chile, Singapore 
and Costa Rica, with Burkina 
Faso, Sierra Leone and Niger 
bottom of the rankings. 

The UNDP says poverty 
must be tackled with “pro- 
poor” policies rather than 
waiting for the benefits of 
global trade and income 
growth to “trickle down”. The 
report says that “unfair" trade, 
labour and financial policies 
cost poor countries $500bn 
each year. 

Its action plan includes mea- 


sures to broaden economic and 
social opportunities, promote 
gender equality, raise eco- 
nomic growth rates in coun- 
tries la g gin g behind, improve 
the “management of globalisa- 
tion’’, mdnding “fiber” trade 
policies, and efforts to help 
countries with special needs 
such as those rebuilding war- 
tom economies. 

The UNDP’s annual human 
development index. Which 
measures life expectancy, edu- 
cational attainment and 
incomes, puts Canada top of 
the 175-nation listing, followed 
by France, Norway and the 
US. The UK comes 15th. 

In a separate report, the 
International Federation of 
Red Cross and Red Crescent 
Societies call for the adoption 
of universal quality standards 
for aid agencies. 

Jn its awniifli World Disas- 


Editorial Comment, Page 13 
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Accounting for aid. Page 6 


Japanese 

surplus 

doubles 


Bottle on French table 
more likely to be water 


Continued from Page 1 


By Andrew Jack in Paris 


pointed oat that the underly- 
ing trend was up, on the evi- 
dence of the latest trade data, 
which showed that exports 
doubled for the first 20 days of 
May. 

ENG Barings and Jardine 
Fleming Securities in Tokyo 
predicted that the surplus 
would rise from last fiscal 
year's 1.4 per cent of gross 
domestic product to around 2 
per cent in 1997, still well 
below the 2.5 per cent thresh- 
old seen as unacceptable by 
the US government. 

On the capital account, the 
finance ministry yesterday 
announced that Japanese 
Investors bought a net 
Y2£30bn of foreign securities 
in April, a monthly record and 
11 times more than they 
bought in March. Nearly half 
of that - Yl,400bn - was spent 
on US government bands, as 
Japanese investors rushed, to 
try to make an exchange rate 
profit from the rising dollar. 
The US currency has since 
fallen back against the yen 
and landed them with a loss. 


The French are increasingly 
spuming wine - even from 
their own renowned vineyards 
- and opting for water at the 
dinn er table. 

This sober rejection of their 
heritage is revealed in a study 
released yesterday by Inra, the 
national agricultural research 
institute. It shows that 
demand for non-alcoholic 
drinks has now o ut s tri pped all 
others, and that plain water 
has become the favourite 
Gallic tipple. 

Between 1980 and 1995, the 
latest period for which figures 
are available, the proportion of 
adults drinking wine with 
their meal fell from 50 per cent 
to 27 per cent 

The figures for beer drinkers 
showed a fall from 4 per cent 
to 2. per cent and for cider 
drinkers from 2 per cent to 1 
per cent. Even the popularity 
of tap water fell, with adult 
drinkers declining from 47 per 
cent to 35 per cent 

But there was some consola- 
tion for national pride because 
the real winner was bottled 


water - an industry dominated 
by the French. Drinkers rose 
from 24 per cent to 45 per cent 
over the 15-year study period. 

Mir Jean-Pierre Laporte, an 
Inra researcher in Montpellier 
who carried out the research, 
said: “The drop reflects the 
shift towards a more sedentary 
lifestyle in France, and the 
increase in urbanisation." 

A rterihw in manual labour 
had reduced the calorific 
importance of wine, there was 
less social drinking in large 
groups, and health concerns 
had helped reduce excessive 
consumption. 

Even the generous - or real- 
istic - decision by French 
researchers to classify as 
adults anyone aged over 14 did 
little to inflate the statistics. 
Indeed, the young remain the 
greatest hope for wine- 
growers, with, the generations 
born after 1960 proving the 
only ones to increase their 
consumption steadily. 

The news was greeted with- 
out too much whining by the 
French vlticultural industry, 
which has helped fund Inra’s 
on-going study since its launch 


in 1980. Mr Robert Beynart, 
managing director of V in expo, 
the world’s largest wine 
exhibition, which opens for a 
week in Bordeaux on Monday, 
said: “I am relatively optimis- 
tic. I think the redaction has 
bottomed out in France, and 
we remain the most important 
wine exporting country in the 
world." 

He said there was a modest 
increase in the number of wine 
producers at the exhibition 
from other countries but the 
French still dominated with 60 
per cent of the floorspace. 

His views were partly 
backed up by the Inra study, 
which showed that, while the 
number of daily or frequent 
drinkers has fallen sharply, 
the proportion who drink mod- 
erately - once or twice a week 
or less - has begun to rise. 

Mr Laporte said this could 
be partly explained by the 
recent scientific research into 
the "French paradox", that 
moderate consumption of red 
wine appeared to reduce the 
Incidence of cardiovascular 
illnesses and even Alzheimer’s 
disease. 


News Corp to sell ASkyB operation to cable rival 


Continued from Page 1 


of cable operators, including 
Tele-Communications (TCI), 
Time Warner, US West and 
Cox Communications, will 
transform itself into a pub- 
licly quoted company. 

News Corp said the move 
was a “step back” which took 
it out of the satellite operating 
business. 

“But our focus has been on 
the programming side, and we 
are comfortable with that,” it 
said. PrimeStar had agreed, as 


part of yesterday's deal, to 
transmit News Corp's Fox 
Sports and Fox News net- 
works to its lAn subscribers, 
it added. 

News Corp was also expec- 
ted to announce a S1.7bn deal 
yesterday to extend Its pro- 
gramming range with the 
acquisition of the Interna- 
tional Family Entertainment 
cable programming company 
which owns The Family Chan- 
nel, the ninth most-watched 
service in the US, and a keep- 
fit channeL The group also 


owns the fX cable network 
and the successful Fax broad- 
cast business which has risen 
to challen ge the pre-eminence 
of ABC. CBS and NBC. 

News Corp's retreat from 
satellite operations seems to 
leave the way clear for 
PrimeStar to challenge 
DirecTV, the leading US satel- 
lite broadcaster which is 
owned by Hnghes Electronics, 
part of General Motors. 

PrimeStar, which has been 
limited in its consumer appeal 
by its medium-power satellites 


that demand relatively large 
receiver dishes, is largely con- 
fined to rural areas. 

However, ASkyB’s high- 
power satellites require 
smaller dishes similar to those 
offered by DirecTV. 

Yesterday’s transactions 
win further darken the pros- 
pects for EchoStar, the fourtb- 
largest US direct satellite 
broadcaster. 

It Is now looking for finan- 
cial hacking and a new strate- 
gic partner to replace News 
Corp. 
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Europe today 


Heavy showers, some 
accompanied by thunder, wHI 
prevail throughout western 
Europe as low pressure and a 
frontal system extends from the 
British Isles across the North Sea 
towards eastern Prance. Ahead of 
this cold front, temperatures win 
rise to between 25C and 30C. 
Behind the front. It will be much 
cooler with temperatures from 
17C to 22C. The Balkans will be 
sunny with some cloud. Severe 
weather will occur around the 
Black Sea. There will be thunder 
storms and hall showers from the 
Ukraine towards Turkey. 

Five day forec a st 

A low over the British Isles will 
mwe to Scandinavia causing 
showers. The western 
Mediterranean will remain settled. 
Eastern Europe and the eastern 
Mediterranean win have thunder- 
storms throughout the week. 
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Situation at 12 GMT. ramparaoiros maxteiffn te day. Forecasts by Metee Consult fatherlands 
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THE LEX COLUMN 


Rupert’s retreat 


ters Report, the Geneva-based 
federation says that indepen- 
dent agencies have become the 
main providers of relief 
directly to victims of disasters, 
putting more money into 
Africa than the World Bank. 
Yet “in a humanitarian world 
without rules or a controlling 
body, anybody can be a relief 
agency”, the report says. 

The federation, with other 
leading non-governmental aid 
networks, is working on a set 
of performance standards that 
will lay down the rights of 
disaster victims, the services 
they are entitled to expect, 
how they should be delivered 
and requirements for monitor- 
ing and evaluating agency 
operations. 


PrimeStar is so keen to stress that 
Mr Rupert Murdoch's News Corpo- 
ration has been reduced to a pas- 
sive role in US satellite television 
that it is tempting to suspect a bid- 
den ag e™* 3 f 

On the surface, PrizneStar’s spin 
looks correct. In exchange for Its 
satellite frequencies and half-built 
satellites. News receives a bunch of 
non-voting securities. Mr Murdoch 
will have no votes, no board repre- 
sentation and no preferential 
arrangements for showing his chan- 
nels. Symbolically, he has also had 
to sacrifice the ambition of having 
an ASkyB in America to comple- 
ment his BSkyB in the Britain and 
JSkyB in Japan. Moreover, the 
financial terms barely, if at all, 
allow News Corp to recoup its out- 
lay. The Sl.lbn nominal value of the 
convertibles merely equates to what 
News and its partner, MCL have 
invested. 

Mr Murdoch's foray into the US 
satellite market has not been a 
crowning success and News still 
feces a S5bn lawsuit in connection 
with ASkyB’s failed merger with 
EchoStar. But painting the esca- 
pade as a failure fits just a touch 
too neatly with PrimeStar’s interest 
in avoiding anti-trust scrutiny to be 
entirely credible. The truth proba- 
bly lies in between. As a latecomer 
to the market. Mr Murdoch risked 
shelling out billions of dollars with 
no certainty of success. With this 
deal, he has cut his losses; he has 
also secured distribution for two of 
his channels. That Is not quite the 
cornerstone of a global empire but 
it is, at least a toehold. 


Eurotrack 200 index 
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connected Mr Gavyn Davies ili.it 
the government should set a series 
of annual target nuw*. 

That would re-introduce precisely 

the risk of political meddling Bunk 
independence is designed t«> avoid. 

Still, if Mr Brown really wants to 
cause a stir, there is one further 
measure he could usefully 
announce at the Mansion House 
tonight. Given that the new mone- 
tary policy committee is to be set 
such a straightforward policy goal, 
why not link the members' pa> to 
their performance? 


Emu 


Europe's politicians are up to 
their merry schemes again. Back in 
December, it was German public 
opinion that needed to be placated. 
Enter the stability pact, a cock-eyed 
attempt to entrench the emu's sta- 
tus as a strong currency. Now it is 
French concerns about jobs that 
must be addressed The outline of a 
“jobs for stability” trade-off is 
emerging: France win toe the line 
on the stability pact while Ger- 
many, in exchang e, will agree to a 
“jobs chapter” amending the Maas- 
tricht treaty. 

Both parts of the deal are flawed. 
Not only will penalties envisaged 
under the stability pact aggravate 
economic distress, but tight fiscal 
policy is anyway no guarantee of a 
strong currency - witness the soar- 
ing dollar in the 1980s just when the 
US's budget deficit was spinning 


out of control. Alas for Europe's 
iftm unemployed, a jobs pact is just 
as unlikely to deliver the goods. 

Short of irresponsible pump- 
priming, which Bonn has already 
vetoed, governments have two ways 
of stimulating job creation: through 
macroeconomic stability, which 
encourages investment and growth, 
and microeconomic reforms. 
Europe's politicians have been good 
at the first, dismal at the second 

The trouble, of course, is that 
labour market deregulation could 
aggravate unemployment in the 
short term, even if the long term 
benefits are clear. The French gov- 
ernment's response to Renault's 
attempt to dose a plant in Belgium 
is a discouraging reminder of how 
far politicians are from grasping the 
nettle. 

So while the air is sure to be 
thick with concern, measures to 
improve Europe's long-run capacity 
to create jobs could be lacking. 


UK inflation 


Mr Gordon Brown's expected plan 
to replace Britain's present Inflation 
target - 2J> per cent or less - with a 
simple 2.5 per cent goal might look 
a slight relaxation. 

hi practice, it is unlikely to be 
any such thing. Mr Brown's prede- 
cessor, working to a “2-5 per cent or 
less” criterion, foiled almost all the 
timfl. But to an independent central 
bank taking the target seriously, 
the same downwardly-biased range 
could be an invitation to overtigh- 
ten. Mr Brown's version sensibly 
removes the temptation for the 
Bank to hit its target at the econo- 
my's expense. 

Thankfully, he has also not taken 
up the suggestion from the well- 


Energy Group 

What is Energy Group up to? The 
company’s public statement, which 
raised the prospect of a recom- 
mended offer from PacifiCorp at an 
underwhelming cash premium 
before a deed bad even boon done, 
seems a peculiar way to negotiate. 
So in the circumstances it is not 
surprising if shareholders are dis- 
turbed by whispers - emphatically 
denied - that Mr John Devaney. 
Energy Group's chief executive, is 
keen to push through a deal with- 
out wholehearted backing from his 
executive chairman. 

The question is whether Energy 
Group shareholders would be 
receiving full value in the takeover. 
Certainly, it is possible tn argue 
that Energy Group would be sold at 
a lower multiple than some other 
deals in the sector. But the compar- 
ators are very' different businesses. 
Moreover. Mr Devaney can make 
the powerful defence that, whatever 
anyone thinks of the offer poten- . 
tiaJIy on the table, the fact remains 
that shareholders are still better off 
with it than without it. 

An offer around 700p may not be 
princely but It Is still more than 
Energy Group is worth. It is not as 
if PacifiCorp can easily afford to 
pay even thar. The company is 
already balancing $6bn in debt od 
the same market capitalisation. 
And Energy Group itself has more 
than $2bn in debt. So even if, as 
seems likely, the merged company 
were to raise Sl.5bn through asset 
sales. Its debts would still be more 
than $l2bn *• leveraged buy-out ter- 
ritory. 

Before PacifiCorp's shareholders 
rush to celebrate any earnings 
enhancement, they would he wise 
to consider the damage such 
extreme gearing-up will do to the 
quality of the company 's earnings. 
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Cool reception 
for Peapod listing 

Peapod, the US online grocery store and 
d elivery service, went public yesterday with a 
performance which sriggested a cooling of inves- 
tor zest for internet retailing pioneers. Peapod 
came to the market above its originally esti- 
mated price but demand appeared to dry up 
after a spurt of enthusiasm. Page 18 

North American chief quits Autottv 

Autoliv, the Swedisb-US group, which Is the 
world's largest supplier of car seatbelts and air- 
bags. was thrown into disarray by the resigna- 
tion of its head of North American operations 
and another top executive. Page 20 

Daimler to buy Ford bmy truck unit 

Daimler-Benz, the German industrial group, has 
been given the gosahead by US and Canadian 
authorities to buy Ford’s US heavy tracks busi- 
ness, in a deal which will cement its trading 
position in the US market Page 20 

Granada sees promise In P orta g roa p 

UK-based Granada Group repor t ed strong first- 
half profits while promising “tremendous 
upside” from tight management of the Forte 
hotels group after last year's £&9bn ($L35hn) 
hostile takeover. Page 21 

bico disposes of alloys unit for $41 Om 

Inca, the West’s biggest nickel producer, h«« 
agreed to sell its alloys business to New York’s 
Blackstone Group for $410m. Page 17 

Astra to raise $288m In Jakarta DsUngs 

Astra International, the Indonesian group -with 
interests ranging from cars to plantations, pi«rwt 
to raise RpTOObn ($288m) by listing three subsid- 
iaries on the Jakarta stock market Page 16 

ASX to offer fund raising on hitomot 

The Australian Stock Tbrahang n unveQed inno- 
vative plans to harness the internet to provide a 
forum for smaller companies to raise capital. It 
wants to launch an “alternative capital market” 
on which unlisted companies of any size win be 
able to advertise for equity. Page 16 
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By Simon Hofoerton bi London 

Directors of Energy Group, tho 
Anglo-American company 
: recently demerged from Han- 
son, will today consider a bid 
from PacifiCorp, the big Ore- 
gon-based US utility, amid 
signs that it would react 
| favourably. 

But the company's shares 
ended up 60p at 640p, well 
below the expected offer price, 
amid concern that the Labour 
government might block the 

Hpal 

The board is not expected to 
announce its decision on the 
bid until tomorrow at the earli- 
est Energy Group is con- 
cerned that PacifiCorp secures 
finance for the deal before the 
terms of the transaction are 
announced. 


The Energy Group 


Sham price (pence) 
65D 



If the bid goes forward, as 
many investors expect the US 
utility will pay more than 
£3.63bn ($5.91bn) for the 
Energy Group. It will also 


acquire £L5bn of debt on the 
Energy Group balance sheet 
giving the bid a £5J.bn enter- 
prise value. 

It emerged yesterday that 
the approach from Pad&Carp 
- which Energy Group said on 
Tuesday could result in a bid 
of around 696p a share - was 
made five weeks ago. 

There were also reports that 
the discussions with Pacifi- 
Corp bad caused frictions at 
the very top of the company. 

“Derek [Bonham, executive 
chairman] doesn't like the d ea l 
and doesn't want to do it but 
he realises that it's an offer 
that has to be put to share- 
holders, M one executive said 
yesterday. 

However, Mr Bonham denied 
there was any rift between 
himsel f and other members of 


the board. “When and if we 
make a recommendation it will 

be nnimhnmitt 1 * he cwtrt 

He said he received the first 
call from PacifiCorp about a 
possible bid and had been inti- 
mately Involved in the transac- 
tion from t he beginning. 

One executive who can see 
the merits of the deal said: 
“We get to where we want to 
be in the US two years early. 

without having to make a 
huge investment in New 
England Electric System 
CNEES)." 

Until recently. Energy (froup 
had been evaluating a more 
than Slbn acquisition of NEES. 

Mr Bonham — former 
chief executive of Hanson - 
was thought to be the main 
backer for the NEES acquisi- 
tion. At Hanson, he was the 


architect and executor of the 
company's five-way demerger 
completed earlier this year. 
That left him executive chair- 
man of the energy company 
which he believed had a bright 
future as an independent 
group. 

Analysts reacted favourably 
to the bid. "Whatever the 
squabbles over the toys for the 
boys this deal makes excellent 
sense for shareholders," said 
one. 

“There is a bit of dis- 
appointment among sharehold- 
ers about the price, but an 
offer around 700p is only 6 per 
cent off fair value while share- 
holders face a 20 per cent 
downside risk if the bid fails,” 
he said. 

* Lex, Page 14 


Czech loan could set new benchmark 


By Edward Luce in London 
and Vincent Boland in Prague 

The Czech National Rank has 
secured credit at a cheaper 
rate than any other borrower 
from eastern Europe, 
reflecting increasingly fierce 
competition among banks for 
emerging market loans. 

Hie $l.5bn standby facility - 
the largest syndicated loan 
ever offered to an east Euro- 
pean borrower - will cost the 
CNB only a tenth of a percent- 
age point over Ubar, the rate 
at which London banks lend to 


Norwegian 
pair seek 
Wimbledon 
soccer deal 


By Patrick Harverson and 
Greg Mcfvor in Stockholm 

Two Norwegian businessmen 
are negotiating to buy a stake 
in Wimbledon football dub in 
a deal that could transform 
the finances of the English 
Premier League's poorest dub. 

Mr Sam Hammam, Wimble- 
don’s owner, yesterday con- 
firmed he was in talks with 
Mr Kjell Inge Rfikke, Nor- 
way's leading entrepreneur, 
and Mr B}firo Gone Gtfelsten. 

Mr Rfikke and Mr Gjdsten 
already own a big stake in 
Molds FK, the top Norwegian 
club which has provided 
English football with recent 
imports including Manchester 
United striker Ole Gunnar 
SolksJaer. However, Mr Ham- 
mam said thee were no plans 
for Wimbledon to share play- 
ers with Molde. 

Mr ROkke made bis fortune 
in the fishing industry. Bis 
industrial interests ce n tre on 
Aker RGI, the industrial 
investment company in which 
he is the largest shareholder 
with a 38 per cent stake. Mr 
Gielsten is Aker RGFs chief 
executive. 

Mr Hammam would not 
comment an r epor t s from Nor- 
way’s state news service that 
the businessmen planned to 
buy an 80 per cent stake in 
Wimbledon for about £26m 
(542m) and provide funds far a 
new stadium. "All we have at 
t hi> moment is an engagement 
to get married and it will be at 
least a few months before the 
marriage is be 

said. 

He denied be was “selling 
out” and said that under the 
terms of the “p ar tn ers hip" 
with Mr Rfikke and Mr <*jel- 
sten be would remain in con- 
trol of the dub and matters 
such as player transfers and 


$1.5bn deal is cheapest yet for eastern Europe 


each other. The spread of 10 
basis points (a basis point is 
one hundredth of a percentage 
point) will rise to 125 basis 
points if more than Hatf the 
loan is drawn. 

An official in the Iran syndi- 
cate, which comprises Chase 
Manhattan, Commerzbank, 
J.P. Morgan and SBC Warburg, 
grid that the pricing on the 
one-year loan reflected the 
bank's good credit rating. 

CNB said it needed to raise 


the money in the aftermath of 
the recent de facto devaluation 

Of thp ftwffh fefir-iinn 

The spread on the loan is 
below the 12.5 basis points 
negotiated by the Czech 
Export Bank, the previous 
tightest for a borrower from 
the region, amj is half mar- 
gin negotiated earlier this year 
by Kamercnl Rnnkw, the big- 
gest Czech commercial bank. 

It is alSO mnnh tight er than 

the margins of at least 3 per- 


centage points over Libor paid 
by most Russian borrowers for 
syndicated credit. 

“This will be seen as the 
benchmark rate for east Euro- 
pean borrowers," said one 
banker in London. 

As the central bank of an 
OECD member, CNB has a 
zero-risk weighting which puts 
it in Hie lowest-risk category of 
b or r ow ers. 

Winning the mandate on fop 
deal would also place the 


banks in the syndicate in a 
good position to win “ancillary 
business" in the Czech Repub- 
lic, said the official in the loan 
syndicate. This could involve 
trade finance, loans, band and 
equity issues, for example. 

Czech banks have a track 
record of setting new bench- 
marks for b or rowers from east- 
ern Europe. 

Komercni Banka has led the 
way, followed by other banks 
keen to diversify their sources 
of f unding . They have also 
been pioneers in the interna- 
tional bond marke t 
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Name game: Ray Kelvin, founder and chief executive of Ted Baker, the fashion brand, hopes to exploit a growing weakness for 
designer labels in a £20m ($32. Gm) placing this summer which will value file retailer and wholesaler at £55m-£6Qm. 


Bourses to 
link up in 
Sweden, 
Denmark 

By Greg Mctvor in Stockholm 

The Swedish and Danish stock 

exchanges will today 

announce plana to merge their 
dealing systems to create an 
Integrated equities trading 
market, the first cross-border 
link of Its Mnd among Euro- 
pean bourses. 

The move is a response to 
growing pressure for rational- 
isation among Europe's 
smaller stock exchanges. The 
Introduction of a single Euro- 
pean currency, scheduled for 
1999, is expected to accelerate 
the trend for business to be 
concentrated in the continent's 
larger Rnanriai centres. 

Although ownership struc- 
tures are unaffected, the tie-up 
could mark the first step 
towards the creation of a pan- 
Nordic share market, embrac- 
ing Oslo and HridnW- 
Mr Bengt Ryden, Stockholm 
Stock Exchange president, said 
the new common trading sys- 
tem would increase liquidity at 
both exchanges, making tbwn 
more attractive for large Scan- 
dinavian corporations. 

“The vision is to create 
something that will be a single 
market and seen by outsiders 
as such," he said. 

Stockholm and Copenhagen 
are the two largest Scandina- 
vian equity markets. At the 
end of 1996, their combined 
market capitalisation 
amounted to $273bn. 

Under the tie-up plan, the 
Copenhagen bourse is to 
replace its existing trading sys- 
tem with an upgraded version 
of the Stockholm system. The 
two exchanges are also to 
develop a common regulatory 
framework. 

leaders are expected to start 
mring the new system in the 
second half of next year. 

Officials at the Copenhagen 
bourse have been enthusiastic 
proponents of an integrated 
Nordic market but the idea ^ 
foundered because of cultural 
differences. The Oslo and Hel- 
sinki markets have reserva- 
tions about joining any 
scheme which would be domi- 
nated by Stockholm. Shares 
listed in Stockholm account 
for about 55 per cent of the 
region’s market capitalisation 
and trading volume. 

The deal with Copenhagen 
comes a week after the Stock- 
holm Stock Exchange dropped 
a planned merger with OM, 
the Swedish derivatives 
exchange operator. 

World stocks. Page 34 


Failure of rights 
issue casts doubt 
on dam financing 


York A Toronto * 4230 


The Norwegians will be buy- 
ing into the Cinderella of the 
P remier League. The dub is 
homeless and has to share 
Crystal Palace's ground in 
south east London. It draws 
some of the smallest crowds in 
the Premiership, and tradi- 
tionally has only been able to 
make a pro fi t each year by 
ailing players. 

Although its most recent 
accounts show Wimbledon lost 
£753,000 on turnover of only 
£&2m in 1994-95, rapidly ris- 
ing television revenues should 
ensure the dub’s business will 
i grow substantially in the next 
few years if it remains hi the 
top flight. 

The deal will strengthen the 
already dose ties between 
Bogush and Norwegian foot- 
ball. Many top Norwegian 
stars play in England, and the 
ttw gHsh game is hugely popu- 
lar in Norway where Premier 
League matches are broadcast 
live by satellite throughout 
the long winter d os e- seas on. 


By James Kyrige In Singapore 

Doubts grew over the future of 
a dam project in south-east 
Asia yesterday after confirma- 
tion that a rights issue 
i intended to finance it had 
failed, with 63 per cent of the 
shares unsubscribed. 

Mr Ting Pek Bluing, the 
Malaysian businessman over- 
seeing the Bakun project, will 
buy much more of fog rights 
issue in his flagship company, 
witraw , fo«m he imri intended. 

Mr Ting will take up 151m of 
the 257.lm shares offered at 
M$5.7 per share, for a total 
M$860m (5842m). This is mare 
than double the M$381m that 
he trad intended to spend. 

“The ultimate effect of this 
is that a rights issue which 
was intended to help Ting 
finance the Bakun project has 
done the opposite. It has 
become a financial burden in 
its own right,” said a stock 
market analyst in Kuala Lum- 
pur. 

The flop is unlikely to scup- 
per the construction of the 
2.400MW Bakun dam, which 
has been designated a 
‘national project’ by Dr 
Mahathir Mohama d, the prime 
■minis ter. 

But it does raise questions 
over how money will be raised 
to fund the ambitious 
MS13.6bn project 

Ekran had aimed to raise 
M$L46tm from the one4oone 
rights issue; mare than enough 
to buy a controlling 82 per cent 
stake in the company which is 
to build the dam. Bakun 
Hydroelectric Corp- 
us ability to buy this stake 
has now been called into ques- 
tion. analysts said. 


Bakun Hydroelectric Carp’s 
initial public otte r i ng is sched- 
uled far late July. 

Public confidence in tbe list- 
ing haw never been high awl 
Ekran’s rights issue flop is 
likely to further undermine it 

It Is almost unheard of for a 
rights issue or an IPO to fail in 
Malaysia and analysts believe 
that such a large portion of 
unsubscribed shares is Unprec- 
edented- 

Analysts suggested that Mr 
Ting agreed to buy so many of 
the unwanted shares rather 
than allow underwriters to 
take them because he does not 
want the Bakun IPO to be 
affected by adverse se nt i m e n t 
in the financial community. 

But in many quarters the 
dam is seen as a fundamen- 
tally unsound economic ven- 
ture. 

Portfolio investors regard 
the dam’s projected 12 per cent 
return on equity as too low to 
justify its steep cost 

The feet that operating reve- 
nue is not due until the dam 
Starts gener atin g in 2003 has 
also alienated potential inves- 
tors. 

But Dr Mahathir sees the 
dam as essential for the devel- 
opment of Malaysian Borneo. 
He has blasted environmental- 
ists who criticise the dam and 
brushed aside the comments of 

foreign sconomlStS 

Mr Ting’s share in Ekran’6 
expanded share capital will 
rise to 56 per cant after his 
purchase of the unwanted 
rights. This takes his stake- 
holding past the 33 per cent at 
which a general offer should 
be ma d e . The Securities Com- 
mission has, however, granted 
him a waiver. 
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COMPANIES AND FINANCE: ASIA-PACIFIC 


Astra to raise Rp700bn by listing units ASX to offer 


In Jakarta 


Astra International, the 
Indonesian company with 
interests ranging from cars 
to plantations, plans to raise 
Hp700bn ($288m) by listing 
three subsidiaries on the 
Jakarta stock market late 
this year and in early 1998. 

The initial public offerings 
will reduce the company's 
debt and finance expansion 
of the three units. 

The largest offering will be 
of 20 per cent of Astra Dian 
Lestari, its car components 
subsidiary, raising about 
Rp300bn and scheduled for 
next February. 

This has generated partic- 
ular interest because of the 
explosion in demand for 


local car components follow- 
ing the controversial 
“national" car project, under 
which cars that reach a 60 
per cent local content 
receive si gnifican t tax and 
tariff breaks. 

In September, Bank Uni- 
versal, another Astra unit, 
will raise RplSObn with a 
listing of 2S per cent of its 
enlarged share capital. Hie 
offering will help the hank, 
meet a new requirement for 
the capital adequacy ratio, 
which is set to be raised 
from 8 per cent to 9 per cent 
by September. SBC Warburg 
will act as the underwriter. 

The bank's offering will be 
followed in October with the 
sale of 10 per cent, or 
Rp250bn, of Astra Agro 
Niaga. the palm oil planta- 


tion unit. That offering is 
slightly smalls: than expec- 
ted. which analysts attri- 
buted to the fact that many 
of Astra Agro Niaga's pahzx 
oil plantations have not yet 
reached maturity. ABN 
Amro Hoare Govett has been 
appointed as the listing's 
lead underwriter. 

The offerings will help 
reduce Astra's debt-to-equlty 
ratio, which stood at XjB at 
the end of 1996. 

Separately, Astra raised its 
full-year net profit projection 
from Rp614bn to Rp627bn. 
Analysts attributed the 
higher forecast to better- 
than-expected first-quarter 
earnings, which climbed 68 
per cent to Rpll9.83hn com- 
pared with the same period a 
year earlier. 



Potential buyers examine Indonesia's national car, the Timor, after its 1996 launch 


Softbank fund to back TV production groups 


By Mchiyo Nakamoto 
in Tokyo 


Softbank, the Japanese distributor 
and publisher of personal computer 
software, plans to set up an invest- 
ment fund in July designed to sup- 
port TV production companies in 
Japan. 

The company has a history of 
supporting new businesses through 
various venture funds. It is aiming 


to pool funds totalling Y10bn-20bn 
($177m), which will be invested in. 
programme production .companies. 

Softbank is also a leading inves- 
tor in JSkyB, the satellite digital 
multichannel service being 
launched by Softbank, News Corpo- 
ration, Sony and Fuji TV, which 
will start operations in the 

aut umn. 

The establishment of the fund 
comes as demand for TV pro- 


grammes in Japan is expected to 
grow substantially with the spread 
of digital broadcasting, which 
enables broadcasters to beam more 
channels than is possible with con- 
ventional analogue broadcasting. 

The Launch last winter of Per- 
fecTV, Japan's first digital satellite 
multichannel service, will be fol- 
lowed by the start of DirecTV and 
JSkyB this year. Terrestrial broad- 
casters are also expected to start 


digital multichannel services in the 
near future. 

Japan’s Ministry of Posts and 
Telecommunications recently 
agreed that all TV broadcasts 
should be digital by 2010. The num- 
ber of channels available will then 
surge to between 200 and 250, the 
ministry believes. 

The key to success for the new 
broadcasting businesses is widely 
thought to be access to pro- 


grammes. However, there are con- 
cerns that there is a dearth of 
attractive Japanese programmes. . 

Sony is also considering the 
establishment of a company to pro- 
duce and distribute TV pro- 
grammes, although details have 
yet to be decided. 

Daiwa Securities has been 
enlisted to collect Investments for 
Softbank’s new fund, starting at 
YlOOm a lot 
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Merrill Lynch 

on the power of 
long-distance teamwork. 


The acquisition of Yorkshire Electricity Group 
pic by American Electric Power Company and 
Public Service Company of Colorado is a landmark 
transaction for Merrill Lynch. We acted as sole 
financial advisor and sole broker to the acquirers. 
We were sole underwriter of the £1.14 billion non- 
recourse bank facility - the largest syndicated loan 
commitment Merrill Lynch has ever made. 

We executed foreign exchange options for both 
companies - and both are committed to using us as 
lead manager for all new financing relating to the 
transaction. In global power deals, Transatlantic 
Teamwork makes a difference. 


Hie difference is Merrill lynch. 
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Merrill Lynch 

A tradition of trust. 




fund raising 
on internet 


Qy Nikki Taft in Sydney and 
Nicholas Denton in London 


The Australian Stock 

Exchange yesterday 

unveiled Innovative plans to 
the internet to pro- 
vide a forum for smaller 
companies to raise capital. 

It said that it planned to 
launch an "alternative capi- 
tal market" by February 
next year, on which unlisted 
companies of any size would 
be able to advertise for 
equity binds. 

The computer-based sys- 
tem would also allow inves- 
tors in such companies to 
advertise if they wanted to 
trade holdings on an “over- 
the-counter”, private basis. 
However, it would not 
attempt to offer a conven- 
tional minute-by-minute 
share trading and pricing 

Mr Barry Westlake, who 
has been appointed national 
manager of the "alternative 
capital markets” scheme, 
said yesterday he was aware 
of similar initiatives within 
the private sector In other 
countries, but believed that 
the ASX was the first 
national exchange to get 
involved in such a project 

"We think it will be the 
first national platform of 
this kind, " he said. 

The first company to raise 
funds through the internet 
was Spring Street Brewery, a 
New York company founded 
by Mr Andy Klein, which 
raised (1.6m in 1995 after 
posting its prospectus on the 
public computer network. 

The offering’s success led 
Mr Klein to set up an invest- 
ment banking boutique. Wit 
Capital, which markets pub- 
lic offerings and secondary 
trading services to internet 
users, and exploits the low 
costs of the public network. 

The Securities and 
Exchange Commission, the 
US stock market regulator, 
has been supportive of Wit 
Capital and its counter- 
parts, but no US stock 


exchangr has adopted the 
internet as a medium for 
securities trading. 

The ASX calculates that 
there are about lra small 
and medium-sized enter* 
prises in Australia, which 
together provide about half 
the country’s jobs. About 10 
per cent oF these are esti- 
mated to have growth poten- 
tial, and about one- fifth of 
that portion are thought to 
be interested in looking for 
equity capital 

Accordingly, the ASX esti- . 
mates that about 20.000 com- 
panies could be Interested in 
the new market, although 
the number might rise if the 
scheme proves successful. 

The new market would be 
operated through “sponsors" 
such as accounting firms, 
which would be vetted by 
the ASX before being 
allowed to advertise their 
services and which would 
then be responsible for giv- 
ing a "stamp of approval" to 
information posted by com- 
panies themselves. 

Companies seeking inves- 
tors would be able to post 
information anonymously, 
giving sponsors* names as a 
contact point 

Some mandatory informa- 
tion would be required, but 
according to Mr Westlake: 
“There won't be anything 
like the prospectus require- 
ments that there arc on the 
main board." 

The ASX would take a 
supervisory role vis-a-vis the 
sponsors, investigating such 
things as complaints. There 
would also be an “nppropri- 
ate" fee structure for users 
of the new market. 

At the moment Australia 
has only a small and rela- 
tively undeveloped venture 
capital market 

Given the size and impor- 
tance of the small business 
sector within the economy, 
the provision of capital-rais- 
ing facilities - beyond tradi- 
tional bank loans - has been 
a subject of debate for some 
years. 


ASIA-PACIFIC NEWS DIGEST 


Taiwan approves 
Kings tr earn deal 


Taiwan has approved the purchase of a stake in An Feng 
Steel, its second biggest steel concern, by Kingstream 
Resources of Australia, a small Australian resources 
group, as part of a merger deal between the two 
companies. The Economics Ministry's investment 
commission said it had given the green light to 
Kingstream' s proposed purchase of US$5&L33m of An 
Feng equity. 

An Feng is taking an 80 per cent stake in Kingstream to 
complete the deal, which was announced in January. The 
two compa n ies will merge to undertake a A3 1.4 bn 
(US$L07bn) joint iron and steel project in Western 
Australia. The merged company. An Feng-Kingstream. 
will be based in Perth and have combined assets of more 
than Atlbo. An Feng said the ministry’s go-ahead was the 
final regulatory hurdle on the Taiwanese side to the 
proposed merger. They expected no obstacles from 
Australian authorities to the deal. Laura Tyson, Taipei 


Coal costs depress CESC 


The sharp rise in coal prices and interest costs put 
pressure on profits at CESC, the utility that supplies • 
power to Calcutta and surrounding areas. Revenues were 
HP 18 per cent to Rsl4.152bn ($395.6m) for the year to the 
end of March, but operating profits fell 28-25 per cent to 
Rsl.llSbn. Net profits were down 53 J3 per cent from 
Rs896.4m to Rs413-5hl Earnings per share fell from 
Rs20.64 to Rs 7.80. The figures were in lino with 
expectations. Shares in CESC fell Rsl to Rs39. 

Analysts said that the group was hurt because the new 
power tariff sanctioned by the government did not fully 
compensate for the rise in fuel costs. CESC's 500 MW 
coai-flred power plant, which suffered a cost increase of 
Rs6.7bn to Rs23.08bn, is almost ready for commissioning. 

Kunal Bose, Calcutta 


Consolidated Coffee up 8.6% 

Consolidated Coffee, India's largest producer of coffee, 
reported an 8.64 per cent rise in profits to Rs261m ((7.3m) 
for the year to end -March. Net profits were up 32 per cent 
to Rs 135.47m. Revenues increased 2354 per cent to 
Rs865m. Earnings per share rose from RslOJffl to RslA25 
and the company plans to maintain the annual dividend 
at Rs6 a share, including an interim of Rs&5. Analysts ■ 
forecast a good rise in group sales and profits this year 
because of the sharp increase in coffee prices. Kunal Bose 


Benpres lowers offer price 


Benpres Holdings, the Philippine utility and 
infrastructure conglomerate, yesterday said it was 
lowering the price of its rights issue but would still be 
raising 9-lSbn pesos (S347m>. The group, which has 
investments in broadcasting, banking, power, water, 
property, infrastructure and telecoms, said it would be 
issuing more shares and changing the ratio of the offering 
from l-for-3 to 2-for-5. 

The bulk of the proceeds will be Invested in its telecoms 
subsidiary, Bays® Telecommunications. Under 
government obligations, telecoms companies must invest 
in rolling out new land lines. The timing of the offering 

has not been finalised. 

Benpres win also be offering »50m of Eurobonds with a 
spread of 155 basis points over the five-year Treasury note 
and a coupon of Tf% per cent, JJP. Morgan Securities, the 
lead manager, announced yesterday. 

Justin Afaraza. Manila 
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COMPANIES AND FINANCES THE AMERICAS 


Big banks pursue Argentine purse 


Investment, advertising and a law change are set 
to pnse pesos from mattresses, says Ken Warn 


Argentine bank deposits 


D v p o vH v (Sbn) as-at Dec 1986 


A rgentines can be for- 
given for keeping 
cash under the mat- 
tress. A recant history punc- 
tuated by bank failures and 
hyperinflation has wiarta say. 
era extremely wary of pot- 
ting their cash into domestic 


Bank account ownership 
remains low even among the 
middle classes. Although 
Argentina has the region’s 
highest per capita gross 
domestic product, at more 
than 18,700. bank deposits 
are only 1&9 per ewit as a 
percentage of GDP, against 
40 Jl per cent In neighbouring 
Chile. 

But all that looks to be 
changing. Newspapers and 
television carry ever more 
advertisements for hewing 
services, credit cards and 
mortgages - another tiny 
but fast-growing market 

Later this year, companies 
will be required by law to 
pay salaries through the 
banking system, a move that 
will bring a whole new dans 
of customer through the 
banks' doors. 

The recent wave of invest- 
ment by international hanira 
shows they have high hopes 
for the sector. 

The $600m-plus purchase 
late last month by HSBC 
Holdings of the ser- 

vices group which includes 
Banco Roberts, the country's 
10th largest bank, comes 
amid a round of buying and 
consolidation in the sector. 

Only days before, Spain's 
Banco Santander bought 85.1 
per cent, and control, of 
Banco Rio de la Plata for 
$700m. The bank will be 


merged with the group's 


own Banco Santander 
Argentina to create one of 
the country's biggest private 
sector banks. 

Earlier in the month, 
Banco Bilbao Vizcaya, of 
Spain, through its associate 
Banco Francte del Rio de la 


Plata, paid S466m for 72 per 
cent of Banco de Credito 


Argentine, again with the 
aim of merging the two 


The spending spree by for- 


eign institutions leaves 
Banco Santander and BBV 


and their local partners 


vying with Argentina’s 
Banco de Galicia y Buenos 
Aires to be the dominant pri- 
vate sector bank. 

These three “will account 
for approximately 20 per 
emit of the market”, says Mr 
Jorge Scanned, of Robert 
Fl emin g Argentina. “These 
banks are in a rfiftterpnf rata. 
gory from the rest of the sys- 
tem; each of them ha*; more 
than 160 branches, with 
assets of around $0bn, high 
quality asset performance, 
and acceptable efficiency 

levels.” 

Banco de Galicia h fw cho- 
sen a different route from 
other local banks, afrnteg to 
fi n a n ce development from 
its own resources rather 
than seek a big foreign 
suitor. Last November it 
raised about gl50m on the 
equity markets to add to its 
war chest 

S ince 1995 Galicia has 
poured money into its 
branch network, now 
more than 200-strong, and 
regional credit card busi- 
nesses. 

Galicia denies it plans 
large local purchases, but 
does not rule out smaller 
buyB to add more branches. 
It believes its investments in 
branches and staff leave it 
well placed to fight off com- 
petition from the two new 
Spanish-dominated groups. 

The round of consolidation 
in the sector is ftmrinmpn- 
tally different from the 
series of closures and merg 
ers that followed the 
“tequila crisis” which hit the 
region after Mexico's Decem- 
ber. 1994 devaluation. In the 


financial turmoil that fol 


lowed, $8bn, or 18 per cent of 
total deposits, fled the 
Argentine banking system, 
threatening the country's 
convertibility law, which 
Unka the peso to the dollar. 

In the enmmg rationalise 
tion, weak institutions either 


linked with stronger ones or 
went to the wall. The num 


her of banks 
than 200 to about 140. 


After the tequila we saw 
a process of defensive can 


centranon,” says Mr Martin 
Redrado, chai rman of Fonda 


d6n Capital, a private eco- 


C ummins seeks 
$lbn sales from 
joint ventures 


By Pater Marah 

Cummins Engine, the US 
group which is the world’s 
biggest maker of large diesel 
engines, plans to double over 
the next three years its 
share of annual revenues 
from joint ventures outside 
North America, to about 
Slbn. 

The company has manu- 
facturing projects with Kom- 
atsu, of Japan, Italy's Fiat 
and WfirtsUa of Finland - its 
main joint ventures in which 
Cummins has a stake of 50 
per cent or less — and has a 
stake in five manufacturing 
ventures in China and one In 
India. 

In an interview, Mr Kiran 
Patel, Cummins chief finan- 
cial officer, said revenues 
controlled by Cummins In 
these ventures should 
Increase to about $lbn 
by 2000, with about three- 
quarters of the additional 
sales coming from customers 
outside the US. 

Last year, these joint ven- 
tures hardly contributed to 
Cummins' net earnings of 
$160m. However, the com- 
pany views them as early- 
stage activities which should 
provide significant profits by 
early next century. 

The plans underline the 
interest by many large US 
manufacturers in expanding 
their operations outside 
North America, particularly 
in south-east Asia. 

Cummins’ sales last year 
were $S28bn. of which 56 per 
cent c aro * from the US. Mr 



Patel said this was likely to 
decline to about 50 per cent 
by 2000. Accordingly, the 
share of revenues from Asia 
and Europe - currently 17 
per cent and 14 per cent, 
respectively - was likely to 
rise “a couple of percentage 
points” in each case. 

Under US accounting 
rules, revenues from joint 
ventures in which Cummins 
has an interest of 50 per cent 
or leas are not consolidated 
into the company's sales. 
Profits from the ventures, 
however, form part of Cum- 
mins’ overall earnings. 

Cummins has set up the 
wiHannpB partly to create a 
platform for international 
a yyandnn and also to give it 

access to technologies out- 
side its current expertise. 

For instance, with Wftrt- 
sflfl, part of the Metra indus- 
trial group, tt is building big 
engines for power generation 
projects based on engine 
types already made by the 
Finnish company. 

It is also involved in a 
jSOOm project with two Fiat 
subsidiaries - the New Hol- 
land tractor company and 
the Iveco truck maker - 
which will produce a new 
generation of engines. 

While Cummins is the 
world's biggest maker of die- 
sel engines for trucks and 
related applications above 
20Qfap, it also makes other 
engine types to compete 
against three big US compa- 
nies; Caterpillar, Detroit Die- 
sel and the Perkins division 
of LucasVarity. 
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Domic think-tank. "Now we 
are seeing an aggressive con- 
centration as deposits and 
demand for banking services 
grow.” 

The faTI in the number of 
institutions has been accom- 
panied by a "flight to qual- 
ity" . At the start of last year, 
the leading 20 hank* Vu>m 64 
per cent of deposits; now 
their total stands at 75 per 
cent. Since the “tequila cri- 
sis" passed, hank deposits 
have breached $60bn. 

The consolidation looks 
set to continue. “Argentina's 
banking system profile is 
becoming more micp that of 
developed markets, with a 
few big players and some 
niche operators,” says Mr 
Enrique Ruete, chief execu- 
tive of Grupo Roberts, after 
its sale to HSBC. “We want 
to be one of those players.’’ 

The central bank, limited 
in its capacity to act as a 
lender of last resort by the 
convertibility law, has wel- 
comed the consolidation and 
increased foreign participa- 
tion. It sees them as being 
good both for the strength of 

the ffnanrial sys tem and far 

For the latter, there is 
certainly room for improve- 
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Inco disposes 
of alloys unit 
for $410m 
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ment. Loan rates and 
charges are high. Simply 
owning a checking account 
can cost more than $20 a 
month, with extra charges 
for services such as prepar- 
ing a statement 
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“The hanking system used 
to be able to make money 
just by trading bonds,” Mr 
Redrado says. “Now they 
need more capital and better 
technology to serve consum- 
ers. This is where the for- 


eign Institutions comm in." 

As competition sharpens 
and htmirg battle for custom- 
ers. it seems likely that more 
of the country's dollars 
pesos will be lured out of 
their hiding places. 


By Bernard Simon 
fai Toronto 

Inco, the western world's 
biggest nickel producer, has 
agreed to sell its alloys busi- 
ness to New York’s Black- 
stone Group for $410m. 

Blackstone, a privately- 
held investment bank, plans 
to merge Inco Alloys Inter- 
national with 80 per cent- 
owned Haynes International, 
an Indiana-based nickel and 
alloys producer. 

Inco, which supplies 27 per 
cent of world nickel con- 
sumption, expects to realise 
an $85m aftertax gain from 
the sale, which has been 
expected for some time. It 
said the proceeds, due to be 
received in the fourth quar- 
ter of this year, would be 
used to repay debt and buy 
back shares. 

Inco pledged to buy back 
one-third of its shares over 
five years at the time of last 
year’s $3bn acquisition of 
the Voisey’s Bay nickel, cop- 
per and cobalt deposit in 
eastern Labrador. 

However, no share buy- 


backs have so far taken 
place. Mr Manford Mallory, 
analyst at Research Capital 
in Toronto, said yesterday; 
“HI be a little disappointed 
if they don't throw some of 
this cash at the stock 
market.” 

A new question mark 
appeared over Inco's 
short-term prospects this 
month with the start of a 
strike at its flagship Ontario 
operations. An official said 
yesterday that sufficient 
inventories were in the pipe- 
line to meet demand for up 
to two months. 

Nevertheless, Inco may be 
forced to step up purchases 
of outside material on which 
margins are lower than 
metal from its own mines. 

LAI makes high-perfor- 
mance alloys for the aero- 
space, automotive, chemical 
and power generation indus- 
tries, among others. It has 
manufacturing plants in the 
US, UK and France. 

The business has moved 
from losses in the early 1990s 
to a 336m operating profit in 
1996 on sales of 3645m. 


The triple 
bank that 
making 
new name 
for itself 


London 


Banque AIG London Branch Is ths new name, but everything else about our 
organisation Is well established. 

Located In Paris and London, Banque AIG Is the European arm of AMS Financial 
Products Corp., a wholly owned and guaranteed subsidiary of American International 
Group, Inc, world leaders in Insurance and financial services. 

Banque AIG combines trip la- A debt ratings with creative structuring to give 
corporations, financial Institutions, governments and agencies the confidence and 
quality they need In a long-term financial partner. Our ability to provide Innovative 
structures Including long-dated transactions offers our clients added flexibility. Our 
unique position In the currency, interest rate and equity markets generates valuable 
cross-market opportunities. And our expertise in legal, regulatory, accounting and 
tax matters leads to efficient and complete solutions. 
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4 Broadgate, London EC2M 2QS. 
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Peapod debut fails to meet expectations 


By Jane Martinson in New York 


Peapod, the online grocery stare 
and delivery service, went public 
yesterday with a performance 
which suggested cooling investor 
ardour for internet retailing pio- 
neers. 

T.flr a last month’s initial public 
offering of Amazon.com, the online 
bookseller, Peapod came to the 
market above its originally esti- 
mated price. But demand appeared 
to dry up after an initial spurt of 

pnfhmriasm 


At lunchtime yesterday the 
shares were trading at their open- 
ing level of $16, valuing the loss- 
making group at $265.Bm. Early 
interest had lifted the price to 
$18%. 

Mr Ryan Jacob, analyst at IPO 
Value Monitor, said that Peapod, 
one of the first internet retailers to 
come to the market, had been 
expected to perform well because 
of interest ftom institutional 
investors. 

“It’s disappointing that it came 
under a lot of selling pressure so 


early on,” he said. The initial offer 
price - above an anticipated range 
of between $13 and $15 - combined 
with an fanraagg in the number of 
shares offered had suggested keen 
demand. 

Mr Jacob blamed the decline on 
institutional investors seeking a 
quick profit 

Investors keen to enjoy “one of 
the last free lunches” have also 
been blamed for the relatively 
weak performance of Amazon.com, 
the first pure internet retailer to 
came to the market 


Analysts also blame an increas- 
ing unwillingness among investors 
to make a bet an companies which 
are extremely difficult to value. 

“Investors are not going to throw 
themselves at these companies like 
they have done over the last couple 
of years,' 1 said Mr Jacob. 

“They are less willing to pay far 
a concept” 

Neither Peapod. which offers its 
service to several urban areas, nor 
AmazoBLcam is expected to be prof- 
itable until 1999 at the earliest 

Peapod was set up in 1389 by Mr 


Andrew Parkinson and his brother 
Thomas, now senior group 
executives. 

The two have a combined 20.4 
per cent stake in company, which 
at yesterday’s price would be 
worth about $5Gm. 

The rest of the company is 
owned by venture capital groups 
and WPP, the advertising group. 

Illinois -based Peapod will raise 
$64m gross of fees from the deal, 
which will mainly he used to fond 
working capital requirements apd 
arparxrinn into H 6 W marirpfo 


Andersen struggles with real democracy 


Finding a chief to please both the accounting 
ami the consultancy arms proves difficult 


I n the secretive world of 
the big firm the election 
of a senior partner nor- 
mally resembles a papal 
acclamation. Discreet lobby- 
ing precedes a puff at white 
smoke. But the b igg est pro- 
fessional services firm in the 
world is straggling with an 
outbreak of real democracy. 

The 2,700 partners in 
Andersen Worldwide, which 
Includes Arthur Andersen, 
the accountant, and Ander- 
sen Consulting, the manage- 
ment consultant, have this 
week been sent electronic 
ballot forms for the second 
round of voting in the elec- 
tion of a chief executive. 

In the first round they 
failed to give the board's 
nominee - Mr Jim Wadia, 
the head of Andersen’s 
accountancy firm in the UK 
- the required two- thirds 
majority. 

This time round they are 
being offered Mr George 
Sbaheen. managing partner 
worldwide of the fast-grow- 
ing Andersen Consulting. 

A clear result in favour of 
Mr Sbaheen is important far 
Andersen. If the partners fail 
to back him, a third round of 
voting could begin to dam- 
age the firm’s global image 
of cool efficiency - espe- 
cially in the growth market 
of management consulting . 

Both candidates were 
floated at a partners’ meet- 
ing in Paris in July and Mr 
Shaheen won marginally 
more support. But the board, 
which has an in-built major- 
ity from the accountancy 


arm, decided to push for- 
ward Mr Wadia’ s name fear 
what should have been a 
rubber s tamping . 

But the partners rejected 
Mr Wadia. Now the board is 
backing Mr Sbaheen, 
and there are signs that he 
has made significant conces- 
sions that could land him 
the job when the result is 
announced around June 24. 

“There has been an accom- 
modation with the board.” 
said one insider “George has 
said he recognises the fears 
of the Arthur Andersen part- 
ners. He will soft pedaL" An 
outline of Shaheen’s policy 
platform is attached to the 
electronic ballot paper. 

The differences go back to 
the Paris meeting. It was 
called to consider who 
should follow Mr Larry 
Wembach as i»Wgf executive 
and manag in g partner when 
he stands down this sum- 
mer. It also tried to find 
solutions to a series of prob- 
lems that threatened to split 
Andersen down the middle. 

Andersen Consulting 
became a separate firm in 
1989. The rapid growth of the 
consultancy wing has led to 
“turf wars” between the two 
businesses. Consulting part- 
ners also think they get a 
poor deal out of the current 
structure and financing. 

Options considered 
included a complete divorce. 
t floating the consultancy 
aim, or setting up a whole 
nest of separate firms 
copying the successful exam- 
ple of Andersen Consulting. 


Reforms were also consid- 
ered to resolve the disputes 
between Andersen Consult- 
ing and Arthur Andersen's 
burgeoning consultancy. 

In a show of solidarity, 
partners at the Paris meet- 
ing voted more than 90 per 
cent in favour of keeping the 
organisation together. Mr 
Wadia ’6 election - as the 
first non-US chief executive 
- would have confirmed the 
impression that the Paris 
meeting had marked the 
start of peace among the 
partners. 


P artners insist privately 
that Mr Shaheen’s 
platform is- just as 
securely based on keeping 
the firm together as Mr 
Wadia’s. 

"There is no difference on 
the policy of keeping the 
firm together. They both 
stood on that platform,” said 
one senior partner on the 
consulting side. “It's a differ- 
ence of pace at the most - 
no difference in the shape of 
the organisation they see or 
its aims or development It’s 
all about acceleration and 
timing.” 

The implication is that Mr 

.‘Thahpgn ma y press ahead - 
although not as fast as he 
told partners in Paris - with 
reforms designed to stop the 
turf wars. This could include 
an agreed demarcation of 
what consultancy services 
Arthur Andersen can offer. 

Mr Shaheen seems also to 
have signalled that once in 
office be would seek to carry 



A dear result for George Shaheen is impor ta nt for Andersen’s image of cool efficiency 


all the organisation’s part- 
ners with him before making 
any radical reforms. 

But will he win? More 
than anything Mr Shaheen’s 
candidacy signals the emer- 
gence of the power of Ander- 
sen Consulting. “It’s the dif- 
ference between the Arthur 
Andersen vision and the 
Andersen Consulting 
vision,” said one UK partner. 


To win, Mr Shaheen will 
need all the Andersen Con- 
sulting votes and between 
700 and 800 of the Arthur 
Andersen votes. “It is not 
dear that he will win - any 
more than Jhn did.” said one 
US partner. 

A third round of voting is 
a real, and potentially dam- 
aging, possibility. Meanwhile 
Andersen's competitors are 


making hay. “The longer it 
takes the better,” said one 
partner at a Big Six firm in 
London. 

The perception that felling 
to endorse Mr Shaheen 
would further undermine 
the organisation's imag p for 
efficiency may just get him 
the votes he needs. 


Jim Kel|y 


AMERICAS NEWS DIGEST 


Lennar to focus 
on homebuUding 


Lennar Corporation, a Miami-based 
amoanced a! sweeping reorganisation, imolvm* .tin 
$ 500 m spin-off of its commercial real ^j5 i *SSSSi?« C ‘ 
and&emerger of its remaining homebmlriingbusioe^ 
with Pacific Greystone Corporation. In . adeg I wjurf * « 
about $450m. The merged business nB ■ h 

homebuilder valued by cash-flow and the fifth UuBEKtl* 
homes sold, the company said. Pacific Crej-rtone operates 
in California. Arizona and Nevada, and Unnnr hto a 
strong presence in Florida and Texas. . . 

The deal is the latest sign of consolidation in the hifchl> 

fragmented US homebuilding raarkeC ’ 
hSig starts were the lowest since the second world 
war the industry has benefited from the imprtn emint in 
the economy, with “Sun-belt” markets particularly 
buoyant Consolidation has been spurred bj the 
doutgained by large businesses in buying land, and j» a 
grow^vrtffingness of family-run concerns to sell out, 
analysts say. 

Under the tax-free merger. Pacific Greystone 
shareholders will receive 1.138 shares of Lennar stock per 
Pacific Grevstone share, giving current Lennar 
shareholders 68 per cent of the now Lennar Corjnaunuu. 
LPC is being spun off as a public company involved in 

real estate financing and development. 

Tract/ Corrigan. Setv tork 


Sallie Mae seeks new chief 


gniiip Mae, the US government-backed institution which 
financ es student loans, will look for a new chief executive 
officer to heart the company and review its management 
structure after its planned privatisation. The move 
follows a failed effort by both rebel directors and the 
existing management to get majority approval tor 
competing privatisation plans. 

The rebel plan involves a more aggressive expansion 
strategy, developing the company’s role in lending to 
students in competition with banks. Under legislation 
passed last year, shareholder support ts needed as part of 
the process of surrendering the Federal guarantee enjoyed 
by toe institution. 

Ratiie Mae also said it would nominate 10 candidates for 
election to the 15-member board of directors of the 
holding company as part of a new privatisation plan ft. 
will propose to shareholders next month. Mr David Vitale, 
vice-chairman of First Chicago NBD Corporation, was 
proposed as non-executive chairman of the holding 
company board. Tract/ Comfian 


CANTY doubles unionised pay 


Campania Anonima Nacional Telefonos de Venezuela 
(CANTV) will increase the total income of its unionised 
employees by 118 per cent over two years, after the 
decision of a labour arbitration panel. The binding 
derision, which follows a three-week strike last March, 
will mean sharply increased labour costs for CANTV. one 
of the country's largest listed companies, which reported 
record profits last year. 

A pay increase of 60 per cent will be granted this month 
with an additional 36.25 per cent increase in June 199S. 
CANTV said. In addition. CANTV workers will receive a 
one-off bonus, as well as increases in various employee 
benefits. They will lose five annual vacation days. The 
new labour contract applies to 6.500 of CANTVs 17.31X1 
employees and lasts until June 1999. 

Raymond Colin. Caracas 
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ITOCHU CORPORATION 

Tb the Holders of the Bearer Depositary Receipts 


Notice fa hereby ghea that (be 7M OnBmy General Meeting o t 
Si M rehoktoofnpefanCa ap — ticnw«bcbtMMiaj— am. — 27tfa 
June 1S97, at die Osaka Head Office at the chit faceted at 1-3 
Kyataro-MacU, 4-Chooae, Chno-Kn. Osaka, Japan. Notice of 
c e a se mlfaB of die meettag fa mfalk at the Castries* Counter, 
Hambrot Bask Ltd, 41 Tbwer Hffl, London EC3N 4HA, OX. and 
Baaqne Intcrtitfanate i L — bo wg SJL, 49 rode <TEscb, U953 


LnwiBburog. 


Business Operation and Results for 19960997 
fiscal Year (ended 31st March, 1997) 


The teal jar ended Marefa 31, 1997, wttacncd 
■nut national eccoonika. Tic Japanese econa 
leeway rod ceepcede rawrowj* wad canriag* enjoyed continued. 


growth fa 


■ fed off in 

pnt d fa re c t or espeadkmes in nnee 1996 led fa sadi negative 
d e t el opn n nfa n a rice fa the — |hpd rate fa a kfatarical peak, 
— ^~| Thr Hf— i ti n [ ni i lmanrnf rl i ffi n i gl ii g. i mt qi eirlti in pi i maul 

csemaptfaa lagged. Moreover, MstericaBy low fatcreat rates] 

fa private eertnr capital ia re tlia e ut fa 


h wM t mni t aaaog 
In addUon, land prices cartoned to sfe^ and 
ranafaed a serious problem far bandog nad trace 
»f e c onomic r ec overy . 



1° trade, exports Increased sflgbdy wlrife imparts amged a> a remit of 
higher «l prime and other betas. Ccnscqocdty, Japan's trade aorpbs 
ntafa ret d fa narrow, furthermore, (aterett rate dttrenccs between 
Japan aad tbethriled Stales widened, leadfag to the depredation oC the 
%n red apmedrifaacf the DoBar,cqMdaSy in fhroecmid half oftfce tens, 
b the United Stales, peroooel consumption and capital fareestment 
facreaoed steadHy and economic expanafaa ceaftaned throcpfaod the 
term, la Eerope, akkaagk Germany aid ftaace underwent economic 
dowdowiti fa the Best half of the period as they wmfeed to better balance 
their budget* In a at l ripref cB rf monetary vaton fa Jamary 1999, both 
•pyedaflght recoveries in the ren aa ti halt. fat 


end Aifaa countries entered economi c acUnstment as they 

worked to aobtfae bdfatfaa and Ihntt trepans. The economic growth 
rates of these nations riowed stigUty bat remained refativdy Ugh. 
Apfmt thfa backdrop, Itochu made steady progress toward! it* goal el 
b reofaiw g a globally Int egr a ted c orpo r ati on »y the 21 m centre^ Tta 
fad period redw re v iew covered the hat year «fGtohai9y,*1hree. 
year, adhmfan plan andcr wfaeh tor company ftrtbersoMtted its 
revenue and oeifap ham and made timely la i nt ii u iiti far future 
growth red prosperity. 

We actively promoted hasfacreespanstai fa Asia and Cbfaa, which are 
enfayfagr ma ark ab fa economic growth. Co im ’Cfa ty. we bsveteed in tiw 


production of chemical GertSber and brohCon Car Ugh-vc itage 
fa— fadn . tile enreohe of a petrochemical plant, and far 
rnwwtfau of ■ ctata Mon o pera ti on fa Chfaa. fa Indonesia, we 
par ti cipat e d fa steel-pfate p roceari ug and tugaral ratter production 

eg — ti u n a . Moreover, me agreed to aeqahe a capital riafce In the fargetf 
P«*P — d paper n— wthdnrfag company fa sooth can Asia. 

. la Mormriton and te fa eo mau b rations techn ologies. we ktrodaccd 
' Japan’s Irot J pl il . adUdsan d hro a d ca ri fa g service, taftc TV, 
which bauHofte via ibe JCSAT-3 mirigte. fa the compfaB*. we 
friiMdird Javrihad In cctjmactiofl with Stm Mjarotystang fac^—d 
other partners and invested aggresrtvety fa lfentue Ctfrital Bnsfaessea. 
fa ndatfan. we actively promoted the dewtfap e i of ifa ti m — j md 
‘ wI i i c bw, eapccirity fa Asia and South 


America and i i u gri rna irird fam e-oriented growth paBciea. 
fa Batml renarce dredopmeol, arinfag hm commeaced fa — el&bare 
afl and ofarai gas explonCioo end dc r elopni cnt project in Sikkriht 
for m ed we fl dm lejana t prefect fa the Azerbaijan Repsb&c, me 
worked to aoptire erride-od cmirraBiou rights sad maintain 


development opera tions , fa Qatar, we decided to 
participate fa a thpeficdaunrol gas (LNG) project. 

Sales far tiw term advanced ora4 w^ported by reeh factors as a 
gadpalo egoo nricrec tfrery, a wcafceringVHi w>d riringcradccfl prices. 
However, the ewapaay c hawe d its method rfacco— ting fa yrechws 
oefafa tndfagtomie based on tndfaggriH«rl— .end dwresdfac 
dwp decrease fa metals trading transactions led to a &5 pereiR 
ilJISJ bflHoo Tfaii d rri fa e , compare d with the pr e v i o us term, fa 

pqocm n o ll d a ted total mrHn gn aam ctinn to 14J7&4bflBon'WHi- 

Gcms trading preit edged up 23 percent (4 J fan— Ten) to Z16X 
bOBon Yen, but s hi rr wfflng, general id ahafahtrativc cgpcaws n » e 
L4bffion%iaverthe previous term. tndtagbKomewtvan ced jns 13 
Mm Yen to 223 bfiSon yen. fa proportion to an toerease fa other 
benac as a nsstt of a grin on erics of maikrtahfe secarUcs and a 
rednetion fa flamcial exposes, ordbmy profit rose 27J pererot (11 <0 
bfflao Yea) to 51 J bSIten Yes. 

The cmapany potied 413 faffloo Tea fa atnoetifavy looses nwfag fa 
provUoas bad debt and to the raBjnhatin and a 

fafandiaria and aBffal e a . On die other hand, a gate — mfe of 
investment fa cemrillesceaMhntod cstnonbrn y profits of 93 bfOen 

To-TIk Bfaieadt arerinMrdfaary ftns was a lorn oT33J hOm Tai. 
Asaiendtal die above faetOR, net facome far theism grew gydpacott 

(M bffloaYro) to 111 HBoatto. 

Aaaaal report fiari%cri 1977 wdl be avatiabte at Hambvna Sank Ltd. 
"* ' - - - uWI. 


CONSOLIDATED 
ANNUAL REPORT 


Statement of 
Income 

(farm portod Ap* 1. ISM 
to Mutual. ib07) 

hiMndYoi 

ISktt Rales 5.453.397 


3.900.022 

Income before income taxes and minority 


125.456 


71.593 


Net income per share . — 

20.06 (In Yen) 



Balance Sheet 


(Match 31. 19071 Ini 

Mona or Yon 

Assets 


Liabilities raid Shareholders’ Equity 

Cash and cash equivatems 

Notes end accounts receivable. 

580.420 

Short-term borrowings and current portion of 
tana-term debt 1.235.761 


i.dinnfis 

Notes~end accounts payable, trade- 
Other current EabBities 

. 1,029^977 
.1.089219 
.1,139363 


V068.154 


404,011 

Property, plant and equipment .. 

1.43,299 


.... 69BTO 

Other assets 

921.336 

Shareholders’ equty 

.1^64.775 

IliUaiMto 

ssre^ns 

Total RabSltMe and 




In Tbuch with Tomorrow 

TOSHIBA 


Notice to Bondholders 


< 3 > 


a 


BtpMc aS fan at* knhtJ bMnl 
(tfae^ConpmO 

US. $15,000,000 
0. 125 per cenL Con vevtiUe Bonds 2008 

(the -Bank*) 

NOTICE IS HEREBY GIVEN id (he holders at the Bonds chs the Board of 
Ddcc—i the Company by * —otarion doted I Oth Mareh, 1995 made a free 
dtoribmicm of Cananon Shores to the Shareholder* as a dividend, 
ft— tmQamcdtelafdwTruB Deed cnmtltudngihc Bonds, dm Gonveeuow 
Price of the Borah has been *Wd from Wdo 21,481 ro Won 20.768 eflecriw 
1st Januny. IW5. 

DaednaKKodoiCEBl Co^ Ltd. 

I2d> jwie, 1997 


£100^)00,000 

EXMAUS MORTGAGE FINANCE NO.1 pic 


Mortgage Backed Floating Rate Notes due 2014 


to KcaKtonoa irin the comMm ol tf* Notso. nooce is hareoy dvan that 
tor Dm Dree month ported dime TO. 1897 to Saptantow la 1997 the r'fnlni 


By: T 1 m Cnoaa Banh otm «i Bonfc 
London, AgontBm* 

Jm 12.1897 


©CHASE 


CmCORPG 


gpqamro 

HCWKG RATB NOTES DUE S1BCB1 20CQ 
NaGm h Imriw gnm dim *0 tom of Untf ho« ban b«d 5.9625k mi da* dw 


MnU pny^ mi* rdens4lHwnt Pwiaart Dm* Sarfa^ ' V2,lW7 
CoupwiNa 6 «di be USS152J3 in ras|md of USS10,000 «*mI of Dm min md 
l*S ij2Z7S to iwapadrf USSlOO.QOOnmlnrd cl Dm wa 


Am 13. 1997 

NA.|GapanteAjiBq»kTnBl|. Aga t flak 


CmBAN < o 


No.U01&6oflW7 
IN THE HKH COUBT OFJUCTKE 
CHANCERY DtVBJCJN 

OCMW4BS COURT 

W TBEM CTTgROFCti JCLAH K. 

LIMITED AM) rN THE MATTER OF 

THE COMPANIES ACT U65 
NOTICE IS HEREBY OVEN dm a ftonoo 


toe nation) aai en 23 May IW7 [ 

lOuidl 


Ho- 

Cb*.l 

nifeematonir^eri: 

toeSdxmegmd 

fa fee confimabMi of da mfcmloa of be riwe 
cnnl afifa Caammy bom BZ33M67 to 
£lriB4£«(S*Re*K»»] 

AND NOTKE IS RKIHER GTVB* dm *c 

ft ri doa d dbca e d to be frad before dw 


fimsn i n Caar Mp a tot tod Count of 

‘ \ai.oa Stone 


tostjctSmoiLonkn WOA; 

1997. ANY rip«SiiM or dmebalcfcr of da 

Compmy delimit 10 oppose iberntimaaf m 

Odor ferdw wnokin of he Scheme or Ac 


{MM mb* Osmto far tmpupoK. Acspy of 

to flection *31 be I bmid ie d to «ny puano 


■e^Bwe one hr Die Sofchn matiom) betoa 

mpaymnerfaieiesisteddars. 

DATED 12 Jwm 


fteMtik. 65 Fleer SM, Leodm EC4Y IBi 
RetomteWPUFViSIB 

Schema far Pic CinreoT 


PUBLIC NOTICES 


SECTIONS 

WATER INDUSTRY ACT 199! 
ENVIRO-LOGIC LIMITED 

Notice a pven dm an 2 June IWEnvim- 
Logk Lid of 42<46 Vycvmoua Sow. 
Loadon WIN 1LQ spiled m toe Dimeiar 
General of Wiser Services Tor m 
appohaoBD MHtr uodcroter 10 Kptme 
Soto Em WAr Lid m Kspoa of ihe ana 
a fadunc Dimki Cefloal HoflanL E. 
Smes BN2I MS a presets o c c m » d by 
Eawboornr Hoiptul NHS Troa. The 

qvhanai a male b toe dtcomtores 

daertsd by Seebon 7(e) (bbj. 


Nwrbsue 
June 1997 


AS rt<rv n. 1.0 W" -.*1 
Tms jmoun«.-rti»uni HXAin.r. j nuM at n<uvj 'i\ 



Henkel 


Henkel Corporation 

Gidph Mb, Pennsylvania. U.SA 


DM 150,000,000 

2% Exchangeable Bonds of 1997/2003 

unconditionally and irrevocably guaranteed 
by 

Henkel KGaA 



Duaaeklori, Federal RapttoOc of Qamwnv 


COMMERZBANK 

ACTENGESEUSCHAfT 






CCMUNCRZ RNANCiAL PRODUCTS BMBH 


COMMERZ FINANCIAL PRODUCTS SA 


COC MARCHES 

oussr oa ocrora iroowGNMretomtoH 


DEUTSCHE MORGAN GRBUFEU 
CXIITCO^ BMW AKTWKSsatBOW r 


DRESONB1 KLaniWORT BENSON 
mesorcD a*w wnfHiiiti.iii.-MH 


HS8CTRMKAUS 
niMwusa aurvotwor *qaa 


MERTOLL LYNCH INTERNATIONAL 



£KXUXKmOO 


Anglo I kiss Bankcokp 
Anglo Irish Bank 
Coiporation pic 

to^—to UVtoNwrirreCWreme A ca . 


Floating Rata NotBW dun 1996 

For rise 3 month interest Period 
Jura 10, 1B97 to September KL 
1997 the Rato of Interest has 

been set at &S47G8 par cent per 
annuni with Infarost Amounts o( 
£772.60 aid £1.725^9 payable 
pordAOOO and £KKXOOO Nates 
respfitarveiy. The relevant 
(merest Payment Data is 
September 10, 1997. 

Bf TfaCfam WnfaBm—ti 


June 12, 1897 


0 CHASE 


To the Holders of 

• Restructured Obligations 
Backed by 

Senior Aunts, B.V. 

Pursuant to the Indenture dated 
May 1. 1990, as amended and 
restated as of June 15. 1990, 
between the Issuer and State 
■ Street Bank and Trust Company, 
as Trustee, notice is " ’ ' 

that for the Interest 
Jins 10, 1997 thi 
9, 1997, the rates applicable to toe 
Secured Senior and Secured 

Senior Suboidtoaled Ftoetag Rate, 

Notes are 6.1125% and 6.5625% 
respectively. 


The Financial Times plans to publish a Survey on 


France 


on Wednesday, September 24 


Ftor further information, please contact: 
Lindsay Sheppard 

Tel: +44 171 873 3225 Fax: +44 171 873 3204 
or Paul Maraviglia 

Tel: +33 1 53 76 82 51 Fax: +33 1 53 76 82 53 
or your usual Financial Times representative 


FT Surveys 


i iitii'i i 


U.S.S25CM 

Westpac Banking Corporation 

Floating Rate Notes due 1997 


In accofdance with the provisions of the Notes, notice is hereby 
given that for toe interest Period hum June 12. 1997 to 
September 12, 1997 the Notes wH carry on Interest Rato ol 
6.1625% per annum, The interest payable on the relevant 
interest payment date. September 12. 1997 win be U.S. 515.75 
per U.S. $1,000 Note. U.S. $157.49 per U.S. $10,000 Note. 
U-S. $1,574.88 per U.S. $100,000 Note. 


By: The Chan Manhattan Bank 
London, Agent Bank 


CHASE 


Jure 19.1997 
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COMPANIES AND FINANCE: EUROPE 


Tarkett seeking to floor the opposition 


German group’s proposed deal with Sommer Allibert has sparked a storm in the industry 

What the merge^ company would COVET ' . complicated. Tarkett ^agreed said they could re 


A visitor to Moscow 
racing through char 
otic traffic into town 
might be surprised to see, 
alongside the plethora of 
usual colourful Russian 
roadside hoardings,, more 
down-to-earth signs advertis- 
ing the wares of Tarkett, a 
German flooring company. 

But the fact that the signs 
are there illustrates the 
growing business of this rel- 
atively little-known com- 
pany from Frankenthal, 
south of FrankfUrt, which 
has grown from humbler ori- 
gins to become the biggest 
manufacturer of wood and 
vinyl floor coverings in 
Europe with worldwide sales 
of about DML4bn (5818.7m) 
and about one-fifth of the 
European market 
The signs on the Moscow 
streets also indicate the 
far-reaching extent of the 
floor-covering Industry, with 
sales worldwide last year - 
in the vinyl flooring market 
alone - of more thaw $stm. 
The market has now grown 
to such a size, and the pros- 
pect for further growth is so 
great, that emotions have 
suddenly begun to run high 
in the normally placid floor- 
covering industry: a fierce 
takeover battle erupted this 
week, with Tarkett in the 
eye of the storm. 

‘‘This is the biggest thing 
to happen in the industry 
since Tarkett bought into 
Pegu] an [then the biggest 
German flooring manufac- 
turer, which Tarkett bought 
in 1987],“ says Mr Arend Dik- 
kers, analyst at Salomon 
Brothers in London. 


199STumcnmK DM2jBbn (pro Tbtxna) 


Foils 4% 
Textile 9% 


■Wood 14% 


tircoteum 2% 4W Present in over 50 countries 


• -Resfllart flrtnyta 

and- others) 71% 



plants in 10 countries 
RU- WOO employees 

Tarkett 

Sham price relative to the Dax Index 
TOO l L9V». ' l." ' i 

■ . 


■ §ouoe Ccnpsny.'-OaiastrMtii •. ‘ 

The battle started when 
Armstrong World Industries, 
the large Pennsylvania- 
based manufacturer of floor- 
coverings. launched an unso- 
licited bid for Domco, the 
Canadian floor manufacturer 
controlled by Sommer Alli- 
bert, the French plastics pro- 
cessor. Armstrong said it 
would pay C$488m 
(US$375m) for all outstand- 
ing shares in the company. 

Armstrong's unexpected 
move was in retaliation to 
the announcement last 
month by Tarkett and Som- 
mer Allibert that they were 
going to merge their floor- 


coverings businesses - 
including Domco - in a 
DML36bn deaL This would 
form a single group, to be 
called Sommer Tarkett and 
would be a serious chal- 
lenger to Armstrong's pre- 
eminent position in the 
world market 
Such a move towards con- 
solidation in Europe's floor- 
ing industry had been antici- 
pated, although analysts 
were surprised it was the 
two market leaders which 
decided to merge rather than 
the handf ul of other, smaller 
companies. The flooring 
markets of the fast-growing 


Lufthansa in link-up with 
French regional airline 


By Graham Bowfey 
in Frankfurt 

Lufthansa will today 
ann ounce a new alliance 
with a French regional air- 
line, in a move which will 
broaden its strategic rela- 
tions within the European 
airline industry. 

The German carrier said 
yesterday the link-up would 
be signed in Paris today by 
Mr Frederick Reid, president 
of Lufthansa Airlines. 

“The idea is to get a strong 
position in the French mar- 
ket We needed a partner 
which could deliver flights 


wi thin the French market 
and increase our presence 
where we are not strong.” 
the company said. 

Lufthansa would not name 
the new partner. However, it 
said the *rHinp focused on 
regional flights but also pro- 
vided services beyond 
France. The link-up would 
initially be in passenger 
flights, but Lufthansa was 
also looking at strengthen- 
ing relations on the freight 
side, it added. 

Lufthansa said it had been 
talking to a number of 
regional partners in Europe. 
It is also looking for a new 


partner in Asia; where it 
already has links with Thai 
Airways. 

Last month, five airlines 
led by Lufthansa and United 
Airlines of the US launched 
an alliance offering flights to 
all the world's main cities. 
On a more regional level, 
Lufthansa has relationships 
with smaller local partners, 
such as British Midland, Fin- 
nair and Lauda Air. 

Same of these alliances are 
marketing links, while in 
others Lufthansa has taken 
an equity stake. Lufthansa 
refused to say what form the 
latest alliance would taka 
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CONTRACTS & TENDERS 

THE REPUBLIC OF 
KAZAKHSTAN SEMIPALATINSK 
— CITY AKIM APPARAT PROJECT 

IMPLEMENTATION UNIT IRTYSH 
RIVER BRIDGE CONSTRUCTION PROJECT 

INVITATION FOR TENDER 

(International Competitive Bidding) 

1 The Republic of Kazakhstan has received s loan from the Overseas Economic Cooperation 
Fund (OECF) of Japan towards the cost of Irtysh River Bridge Construction Project (Loan No. 
KAZ-P2 dated March 12, 1997). 

■» The executing agency, Senripalatinsk City Akim Apparai (SCAA) invites sealed Tenders from 
~ eligible Tenderers from the said Project of 7.860 m long, including the Wom iwd 
construction of a steel Suspension Road Bridge having 750 m main span and 35 m width (- x 3 
lanes and two pedestrian footways) over Irtysh River in Semipalatinsk City. 

3 Tenderers art required to have the significant experiences in designing, hfariadng and 
instructing complete steel suspension bridge with a mam span of not less flan 3 00 m o n a 
turnkey basis as a prime contractor or the leader company in case of a joml venture or 
consortium, within lost 25 yean, and shall have adequate financial resources. 

4. Interested parties may obtain further information at the following address: 

Project Director, Mr. Tiumkhan TATTYBEKOV 
project Implementation Unit (PIU) 

Irtysh River Bridge Construction Project 

SS S 1 Telephone: 07-322-2-66 54 12 

Facsimile: 07-322-2-6235 50 

5 . , ^ se. of Teodor Documem, may be pun*ssed b y imaged 
oliwSm™ application » a* ohov-nd upon 

thousand) to die Office of Project Director, as from Jtme _6 1997 on ail wonang aays mg 

shall be prepared by osing, TVo-Envdope Bidding Procedure and addressed to 
later than 10 (ten) o'clock S«ripalaAisk Current 
StandardTimc on August 20 1997. Any tender received after this time will not be considered 
and will be returned to the Tenderer unopened. ' 


countries of eastern Europe 
and Asia are growing rap- 
idly, but the more mature 
markets of western Europe 
and the US are ■expanding 
more slowly. 

“The European market is 
split into national markets 
with big operators in each 
country but no effectively 
pan-European group. So the 
potential through economies 
of scale far cost savings is 
there,” says Mr Dikkers. In 
contrast, the market is much 
more concentrated in the US 
where Armstrong has 60 per 
cent market shar e. 

The details of the deal are 


complicated. Tarkett agreed 
to buy Sommer Allibert's 
flooring business - which 
has about 17 per cent of the 
European vinyl flooring mar- 
ket - for DM 705m. In return, 
Sommer Allibert agreed to 
buy 60 per cent of Tarkett 
for DM658.3m in a public 
offer in which it would pay 
DM32.7S a share for 20.1m 
Tarkett shares. Tarkett 
would take on DM25Cta of 
Sommer Allibert debt 

T he proposed deal was 
greeted with enthusi- 
asm by observers who 
said the merger was a good 
fit. Tarkett is the market 
leader in resilient flooring in 
Germany and Scandinavia - 
but is a relatively small 
player in the US. Sommer 
Allibert, on the other hand, 
is a market leader in France 
and the Benelux countries. 
Of the two. Tarkett is bigger 
In eastern Europe. As for the 
US. the combined Tarkett 
Sommer could have as much 
as 20 per cent of US market 
share in some areas. 

“It makes tremendous 
sense to put these two com- 
panies together in Europe," 
says Mr Dikkers. The move 
to greater geographical 
diversification would also 
provide protection from the 
cycles of the European con- 
struction industry. Tarkett 
was hit hard in Germany 
last year after the downturn 
in business and consumer 
confidence. 

Investors have reacted 
with equal enthusiasm - 
with Tarkett’s shares rising 
sharply. The two companies 


said they could recoup the 
estimated DM25m restruct- 
uring costs within a year, 
with annual gains of 
between DM?0m and 
DMlOOm begi nnin g to be 
accrued after three years. 

But the move set alarm 
bells rin g in g in Pennsylva- 
nia. It represented a dent to 
Armstrong's ambitions to 
expand internationally, espe- 
cially in Europe. Armstrong 
announced it had been in 
private talks with Sommer 
Allibert and had made an 
offer of $775m for Sommer's 
flooring business - before 
the Sommer-Tarkett link-up. 

It claims Sommer broke off 
the talks last month - just 
two days before the agree- 
ment with Tarkett - and 
thus broke an agreement 
with Armstrong. The US 
company is vowing to push 
on with its bid and is chal- 
lenging the Sommer-Tarkett 
move in the courts. Yester- 
day. it said it had begun an 
action in the Ontario Court 
against the directors of 
Domco and Sommer Allibert. 

Sommer Allibert has 
rejected Armstrong’s bid far 
its 57 per cent stake in 
Domco. If Armstrong fails to 
win over the French compa- 
ny’s board, it will have to 
rely on putting pressure on 
Domco's minority sharehold- 
ers to force the deal through. 
But it may have a hard time 
convincing them that its 
apparent spoiling strategy 
offers better longer-term 
value than Sommer- 
Tarkett's plans. 

Graham Bowley 


EUROPEAN NEWS DIGEST • 

Lower oil prices 
leave Neste flat 

Neste, the Finnish oil, chemicals and energy group, 
yesterday forecast an improvement on last year's 
operating profits of FMl.OSbn ($209.7tn). as it unveiled a 
email advance for the first four months of this year. 

It reported January-April profits before extraordinary 
items QfFM214m, compared with FM219m in the same 
period last year. “Despite uncertainty in respect of the 
crude price and other market prices, there Is reason to 
believe that overall, Neste's operating profit for 1997 will 
improve on 1996,” it said. Neste said the recent period was 
affected by a FM250m book loss at the group's oil division, 
because of lower crude oil prices. “Neste's basic 
petroleum inventories are not hedged against fluctuations 
in the oil price,” it said. 

The group said progress had been made in negotiations 
on the sale of its SO per cent holding in petrochemicals 
group Borealis, which it owns with Statoil, of Norway. 

The four-month figures were struck on sales of 
FMl4£8bn, against FMl4.41hn last time. Operating profits 
were FM4l2m compared with FM405m, and e ar n ings per 
share, FML90 against FML65. Reuter, Helsinki 

Metra reports solid gain 

Metra. the Finnish engineering group, yesterday reported 
a solid gain in net profits for the first four months. It said 
it expected foil-year 1997 profits after financial items to 
improve over last year's FM894m ($175m) and that group 
net sales would rise to FM15bn from FMlL7bn. 

The forecast follows a rise in net profits for the 
January-April period from FMlfim to FM26m. New orders 
were FM5.4bn, compared with FM4.1bn a year earlier, the 
company said. Sales climbed from FM3.16bn to F M3 -99bn. 

Reuter, Helsinki 

Rautaruukki posts 20% fall 

Rautaruukki, the Finnish steel group, reported profits for 
the January-April period, before extraordinaries and tax, 
down 20 per cent from FM357m a year ago to FM285m 
($55 Jm). It attributed the decline to lower prices during 
the period. However, it predicted a 10 per cent rise in both 
flat and loog steel prices this year from end-1996 levels. 
“We expect prices of both flat and long steel products to 
be about lOper cent higher at the end of the year,” said 
Mr Mi kit n Kiv imalri . chief executive. Reuter. Helsinki 


The Paniima Cuiuil, un innnvuuvc s-Miem of locks, allows pas sant between t he Atlantic and Pacifi c Oceans to fa c ilitate t rade. 
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Innovarion allow* you to merely pause where others stop. 


In a culture that prizes innovation, the biggest challenges 
Gl^BALacWDISStffiS become the greatest opportunities. Philippine Long 
Di scance Telephone Company’s desire to bring- state-of- 
the-art technological innovations to its service area was 
* 9Ky,BW00 ‘ met by a seemingly impassable obstacle: the challenge of 

raisin 8 large-scale capital in market conditions that had 
-j9^Senk^N6iv«iiiw2C05 turned skittish' towards all developing nations. Together, 
. ■ we designed a first- of-its-kind creative solution. Based on 

^• i irii-r i .i i MTi i - i n rm = H substantive knowledge of the industry, local and global 

insights about the region, and the resources and credibility of our full-service 
worldwide network, we structured the first ever Global Bond offering by a 
Philippine issuer, and the first such registered with the SEC in the U.S. Then 
we worked collaboratively with PLDT to effectively market this breakthrough 
offering. Based on this initial achievement, we successfully marketed their 
two-tranche bond the following year. The ingenuity displayed by both partners 
throughout this relationship so impressed the financial community that we were 
awarded “Deal of the Year” by two publications: Corporate Finance, for two years 
running, and Asiamoney. We welcome the opportunity to discuss how we can 
develop equally innovative solutions to your financial challenges- 


ABankersTrust 

A/dwtas of \bhte 


193F RwhatThw tnit Cnrperntog ind In tffifcuid t n mm Uw. hutd bt Buifcai Trim Comyaiw. R qyihml by riw SFA. 







FINANCIAL TIMES THURSDAY JUNE I ~ 1 W7 


COMPANIES AND FINANCE: EUROPE 


Wallenbergs shuffle holding in ABB 


By Chrfartopher Brawn-Humes 
in Stockholm 


Sweden’s Wallenberg industrial 
family last night announced a sig- 
niflcant reshuffling of its invest- 
ment portfolio, involving the 
SKr 12.4b n ($L50bn) sale by Incen- 
tive of nearly half of its stake in 
ABB, in one of the country’s big- 
gest corporate deals this year. 

Incentive, a key Wallenberg 
industrial holding group, is selling 
half of the shares in the Swiss- 
Swedish engineering group to 
Investor, the main Wallenberg 
holding company. 

The balance of the shares is 


being placed with Swedish and 
international investors. 

The deal will help Incentive fund 
the $LSbn acquisition of Vivra, the 
US healthcare group, which is due 
to be completed this Friday. 

It also puts it in a strong position 
to make further acquisitions in the 
medical technology sector, which it 
has made a priority. 

At the same time, it gives Inves- 
tor, which owns 27 per cent of the 
capital of Incentive and 36 per cent 
of the votes, a stronger direct stake 
in ABB and avoids a significant 
dilution of the Wallenberg holding 
The deal continues the corporate 
streamlining of Incentive, which 


has become increasingly oriented 
towards medical technology follow- 
ing the purchase of Gambro. a 
Swedish group, and Vivra. 

The company will derive about 
65 per cent of its sales and SO per 
cent of its earnings from medical 
technology once the transactions 
are completed. 

It has a particularly strong 
global position in dialysis products 
and renal care. 

Incentive's capital gain on the 
sale will be about SKriLSbn. mean- 
ing that its debt after buying Vivra 
will be about SKrSbn. 

Further sales of non-core 
operations, including its remaining 


shares In ABB and Electrolux, the 
household appliances group, are 
expected- in doe course. 

Incentive is selling 55.6m shares, 
corresponding to 5.9 per amt of 
ABB’s capital and 8 per cent of its 
votes, to Investor for SEriMbn. 

This part of the deal will not be 
completed until next January, 
partly to limit the tax payable on 
the whole transaction to SKrUbn. 

The remaining 54.5m shares - 
representing 5.8 per cent of the 
capital and 7.8 per cent of the votes 
- have been sold to Morgan Stan- 
ley Dean Witter, the US investment 
bank, for SKrfhn for placing with 
institutions. 


Hut price was based on ABB's, 
closing share price in Stockholm 
yesterday of SKrll4J50. 

Incentive confirmed that it might 
sell some or all of its remaining 
ABB shares, amounting to VLB per 
cent of the capital and 16.9 per cent 
of the votes. However, it had 
agreed not to do this before March 
next year. 

One analyst welcomed Incen- 
tive's sale of a “low-returning non- 
core asset" as it would substan- 
tially lower group debt. But he 
added it was negative that the com- 
pany was having to pay any tax on 
the deal, and said he would reduce 
profit forecasts. 


Preussag 
in talks 


to acquire 


Hapag 


By Andrew Fisher 
in Frankfurt 


Preussag, the German steel 
and engineering group, is in 
talks with corporate share- 
holders of Hapag-Lloyd 
about buying a majority 
stake in the container ship- 
ping, transport and tourism 
company. 

Preussag, which has been 
reshaping its activities, said 
it wanted to add Hapag- 
Lloyd’s businesses to its 
own Industrial transport 
and freight operatitms- 

Stnce Hapag was rescued 
from financial difficulty in 
Hie early 1980s, its shares 
have been held by banks 
and companies. Only about 
1 per cent is held by private 
investors. 

Preussag said the quoted 
share price of nearly 
DM1,000 was no guide to 
Hapag*s value; price would 
be discussed after due dili- 
gence investigations. Hapag 
last year raised net profits 
23 per cent to DMSOm 
($46. 6m) on turnover up 3 
per cent at DM4£bn. 

Preussag shares rose 2.7 
per cent to DM514.50 yester- 
day in reaction to the pro- 
posed deal. The company 
has liquid assets of about 
DM24Rm and said it would 
have no problem in buying 
Hapag. For the year to Sep- 
tember 30 1996, Preussag 
reported net income of 
DM274m, a 21 per cent fall 
which was attributed to 
problems in its steel and 
industrial plant activities. 

Hapag shareholders 
include Vefaa, the diversified 
energy group; Lufthansa; 
Deutsche Bank; Dresdner 
Bank; the Metro retail 
group; and Gevaert, the Bel- 
gian holding company. Indi- 
rect stakes are held by 
insurers Allianz and Munich 
Reinsurance. 


Daimler’s US trucks buy cleared 


By Graham Bowfey 
in Frankfurt 


Daimler-Benz, the German 
industrial group, has been 
given the go-ahead by US 
and Canadian regulatory 
authorities to buy Ford’s US 
heavy trucks business. 

Hie deal is estimated to be 
worth $250m-$300m and will 
cement Daimler's leading 
position in the US market 

D aimle r said the move 
would be the first big expan- 
sion of its traditional busi- 
ness activities in the US for 
several years. 

Mr Kurt Lauk, Daimler 
board member responsible 
for commercial vehicles, said 
the deal would boost reve- 
nues by about $lbn within 
three years at Daimler’s 
Frei ght! in er US west coast 
truck-making division. Last 
year the division had turn- 
over of $4.8bn. 

“The acquisition is a 
major strategic move to 
establish a stronger position 
in a rapidly changing US 
trucks market.” Mr Lauk 
said. 

He said Daimler would 
now attempt to push mare 
strongly into international 
markets, especially in Nafta 
countries. 

But he added it was also 
looking closely at east Asian 
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Jtirgen Schrempp: The move means the group can pursue internationalisation’ 


and Middle Eastern truck 
markets. 

The move will add Ford's 
on-site truck business - 
which has a 10 per cent 
share of the US market - to 
Freightliner’s long-haul 
truck activities, which has a 


30 per cent market share. 

Mr Philip Aython. analyst 
at BZW in London. s?dd; “It 
is a powerful combination. 
There is definitely a port- 
folio fit" 

Under the deal, which was 
agreed by the two companies 


early last month. Oregon- 
based Freight! iner will gain 
control of Ford’s truck pro- 
grammes, assembly equip- 
ment, tooling and technol- 
ogy, but there will be no 
exchange of factories or 
workers. 


Production of Ford’s new 
HN80 truck series, which 
was introduced last year, 
will be continued by Daimler 
at a Freightliner plant but 
under a new brand name. 

The acquisition doubles 
the size of the Freightliner 
dealer network with the 
addition of 250 dealers. 

The Daimler deal follows 
Ford's decision to withdraw 
from the heavy trucks 
business in order to focus op 
cars and light trucks. 

It could herald a pick-up in 
rationalisation in the trucks 
industry, adding greater 
pressure to smaller rivals 
s iirh as Mack and Volvo. 

Mr Jtirgen Schrempp. 
Daimler-Benz nharmun.^ said 
that the deal meant the 
group could now pursue its 
programme of international- 
isation in the truck business. 

“Now, in addition to max- 
imising our capacity utilisa- 
tion even better, we will be 
able to broaden our leading 
position in the very profit- 
able North American truck 
business,” he said. 

The deal comes a gains t a 
background of slightly 
improved damanii in the US 
trucks industry. This market 
grew strongly until 1995. but 
there was a sharp deteriora- 
tion last year which hit earn- 
ings at most companies. 


Autoliv rocked as executives quit 


By Greg Mctvor 
in Stockholm 


Autoliv, the Swedish-US 
group which is the world's 
largest car seat belt and air- 
bag supplier, was thrown 
into disarray yesterday by 
the unexpected resignation 
of the head of its North 
American operations and of 
another top executive. 

-Mr Fred Musone, chief 
operating officer of Autoliv 
in the US, and Mr Robert 
Rapone, head of manufactur- 
ing, said they were leaving 
the company with immedi- 


ate effect The company gave 
no explanation. 

The resignations hit Auto- 
liv shares, which closed 
down SKr3.50 at SKr306.50 
on the Stockholm stock 
exchange. The departures 
come only a few weeks after 
Autoliv completed its 
merger with the car safely 
business of Morton of the 
US. The deal created a group 
with annual sales of $3bn 
and more than 40 per cent of 
the airbag market in the US, 
Europe and Japan. 

Mr Musone had originally 
been appointed to head the 


merged company, with Mr 
Gunnar Bark, Autoliv's long- 
serving former chief execu- 
tive, becoming chairman. 

However, Autoliv’s board 
of directors - made up of 
representatives from both 
companies - announced 
abruptly in April that Mr 
Bark would become chief 
executive and chairman. Mr 
Musone was relegated to Mr 
Bark’s deputy, with respon- 
sibility for US operations. 

The move took investors 
by surprise, as Mr Bark had 
previously indicated a desire 
to take a less active role in 


the company which he led 
for 14 years until "taking a 
non-executive position last 
year. 

Mr Bark admitted yester- 
day that he had been sur- 
prised by the two depar- 
tures, suggesting that Mr 
Musone was aggrieved at not 
being given the chief execu- 
tive's job. 

However, be had no expla- 
nation why Mr Rapone, who 
had been recruited by Mr 
Musone, was also leaving. 

He said the board had 
decided it wanted a Euro- 
pean to run the company. 


which has 55 per rent of its 
net sales in Europe, com- 
pared with- 35 per cent in 
North America. 


Mr Bark insisted that the 
corporate upheaval would 
not disrupt efforts to 
weld together the merged 
group’s European and US 
operations. 


A management committee 
led by Mr Tom Hartman, for- 
merly of Morton, is to run 
the US operations until suc- 
cessors to Mr Musone and 
Mr Rapone are appointed. 
Autoliv said. 


EUROPEAN NEWS DIGEST 


Suez shareholders 


approve merger 


Shareholders in Suez, the French homing com jviny. 
yesterday approved overwhelmingly f merger u itn 
Lyonnaise des Banc to £1] h 
estimated net profit in 1997 of FFrSnbn (S6Mm). 

Under the merger, which was proposed earlier ^>«r. 
Suez investors will be paid a net exceptional div idi nd of 
FFr24.6 a share, and receive 41 Lyonnaise shares for uaih 
20 they hold In their own company . . . _ 

Speaking at the Suez annual meeting yesterday. AH 
G6rard MestraUet, c h air m an, pledged to double net 
earnings per share within five years. He said Suez h.id 
during 1996 transformed itself from a largely flnaiutal 
group into an industrial group with a firm Fmnco-BelM-in 

pillar. ,, _ 

Suez-Lyonnaise would concentrate primarily on four 
areas - energy, water, cleaning services and 
communication - which Mr MestraUet said had strong 
potential for growth, in view of the rate of urkinisation in 
the developing world and environmental demands in 

developed countries. , ... . 

Suez investors voted 99.9 per cent in favour of the plan, 
preparing the way for a vote by Lyonnaise des Eaict 
shareholders at their annual meeting next week. They 
also approved the nomination of Mr Albert Fn re, the 
Belgian financier, to the board, representing his company 
Electrafina, which has become a significant investor . 

Andrew Jack. Pans 


Strong demand for OTE 


Greek retail investors yesterday flocked to order shares in 
OTB, the state teleco mmuni cations operator which will 
sell 10-12 per rent flf its equity next week under Greece's 
partial privatisation programme. 

Officials said more than DrSObn ($292.5m) of orders were 
placed yesterday for a retail tranche amounting to 
DrlOObn. A further Di200bn is being made available to 
international and domestic institutions The indicative 
share price was set at Dr6^00-Dr6.900 and retail investors 
will be given a Dr200 discount On tbe Athens stock 
exchange, OTE's share price surged to Dr7.45fl yesterday 


with more than 500,000 shares changing hands. 

Officials said Greek and foreign institutions were 
buying heavily because they feared their share allocutions 
would be restricted. Kerin Hope. Athens 


Uzbekistan in metals tender 


Uzbekistan will hold a tender for a 40 per cent stake in its 
big Almalyk base and precious metals plant to raise 
$40Qm, the group’s head said on Wednesday. 

“We got bids from South Korea's Daewoo Corp. US 
company Gerald Metal, Switzerland's Glencure and a 
consortium of Germany's Thyssen. Hnndelsunion. 
Siemens, and Sweden's Svedaia International, '* said Mr 
Vitaly Segedin. He said bids would be accepted until July 
31 and firm tender offers from August 15 to October la. 
The company's assets had been estimated by Uzbek ist tin's 
state property committee and foreign consultancy 
companies at slightly more than $lbn. he added. 

Mr Segedin said last year the operation made a net 
profit of 120m sums (tl.95m), compared with losses of 
2£bn sums in 1995. It produced 100.000 tonnes of copper 
last year - largely cathode and wire - 6 per cent more 
than in 1995. He declined to give production figures for 
other metals. Reuter. Almalyk. Uzbekistan 


Rodamco earnings rise 27% 


Rodamco, the Robeco Group's property investment 
operation, yesterday posted a 27 per cent rise In 
first-quarter net profit per share, to FI 0.90m from 
FI 0.71m. 

The Dutch company attributed the advance to 
heightened activity during the quarter, including the 
acquisition of a shopping centre in Leicester in the UK. 
and 14 other commercial rental properties in and around 
London. 

It also paid FI 290m (5152.6m) for an interest in an office 
building under construction in Singapore. Managing 
director Mr Johan Kremers was upbeat on prospects for 
the foil year, saying the group was on track to develop 
rental income. For Robeco Group, net profits were up 5 
per cent in the quarter, to FI 12.9m. 

Mark Mulligan. London 


These securities have not been registered under foe Securities Act of 1933 and may not be offered or sold in the United Stales 
absent registration or an appficabte exemption from the registration requirements. These securities 
having been sold, this announcement appears as a matter of record only. 


New Issue 


June 9, 1997 



SUTTON 

BRIDGE 


p o w E R 


Sutton 


Financing Limited 


£195,000,000 8.625% Guaranteed Secured Bonds due 2022 
US$150,000,000 7.97% Guaranteed Secured Bonds due 2022 


This project financing is unconditionally and irrevocably guaranteed by 

Sutton Bridge Power 


an affiliate of 



These securities were sold in transactions pursuant to exemptions from 
registration under the Securities Act of 1933. 


BZW 


Merrill Lynch International 



The company held its shareholders' Ordinary General Meeting on 4 June 1997. 
It was chaired by Mr Georges Maraud, 13.879 shareholders 
were present or represented, and the meeting was able to approve 
the accounts for the 1996 financial year and all the resolutions proposed. 


Mutual trust 


Result and dividend 
The company recorded a net result of 
FF 363.896,079 and the total distribution was 
fixed at FF 319289,754, giving a net dividend 
per share of IT 20.76. With the addition of a 
tax credit of FF 10.38. the total dividend per unit 
came to FF 31.14. 

The dividend will be paid in cash on 4 July 1997. 


Extract from the Chairman’s message 
Mr Georges Mazaud concluded his address with 
the following words: 

"The French property serror has rust come through 


Shareholder's guide 

When the 1996 annual report was published, 

SIMCQ gave some thought to its relations with 

its shareholders and has now published a short 

review on the subject which is available from the 

company. 


0 veritable revolution the effects of which co n- 
f/nue to reverberate and look set ro have a lasting 
impact on our activities. 

Our business corresponds to a fundamental 
human and social need which gives us absolute 
confidence m the future of our profession 

1 would like you to store this vision and belief. ’ 


The annual report for the financial year 
1996 Is available on request from the: 
Direction de to Communication financier* 
34, rue de la Federation 
75737 PAMS Cedex 15 . 

T*r.: 33 140 6166 35 


Activity 1997 

Results for the first five months of 1997 are *n 
line with forecasts. 


FORTH COMING EVENTS: 

HALF YEARLY RESULTS, 24 SEPTEMBER 1967 
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COMPANIES AND FINANCE: UK AND IRELAND 


Granada promises a ‘tremendous upside 


By Scheherazade 
Daneshkhu, Leisure 

Industries Correspondent 

Granada Group yesterday 
reported first-half profits at 
the top of expectations, 
while promising a “tremen- 
dous upside 1 * from tight 
ma n agement of Forte after 
last year’s £3.9bn hostile 
takeover. 

Mr Gerry Robinson, chair- 
man of the television and lei- 
sure group, also said that 
the computer services divi- 
sion would be sold “if we got 
the right price for it" The 
division - valued by ana* 
lysts at £7Qm ($U4m) - was 
built up after £21 6m of pur- 
chases in the late 1980s. 

The group made a com- 
puter services goodwill 
write-off of £i66.7m. The 
exceptional loss partly offset 
more than £200m of gains on 
the sale of hotels and other 
assets acquired through the 
Forte takeover. 

The company is also 


believed to be considering 
selling the French motorway 
service stations, valued by 
analysts at £80m, which it 
acquired through the Forte 
takeover. 

Pre-tax profits for the 26 
weeks to March 29 rose 33 
per cent to £243m f£l83-3m). 
excluding a net £22.8m 
exceptional gain, on sales up 
34 per cent to £2bn. 

Profits in the media divi- 
sion rose 13 per cent to 
£89.3m, helped by a 7 per 
cent increase in net advertis- 
ing revenue. Mr Charles 
Allen, chief executive, said 
the group would continue to 
pursue international expan- 
sion in programme supply 
and to develop the pay tele- 
vision market 

The hotels division made 
profits of £116.4m (£25.8m). 
Last year’s figures Included 
only two months of trading 
from Forte. Hotel profits 
rose by 58 per cent on a like- 
for-Iike basis. 

Profits of the London 


hotels rose 22 per cent on 
the back of strong demand, 
while international hotel 
profits grew by 50 per cent 
This vindicated the group's 
decision to retain the Le 
M&ridlen chain, said Mr 
Allan. 

Profits at provincial hotels 
rose 21 per cent after they 
were regrouped Into clusters 
overseen by regional manag- 
ers. The 148 general manag- 
ers have been replaced by 58 
regional managers. 

The rental division 
increased profits 4 per cent 
to £63£m. A rise in insur- 
ance premium tax to 17.5 per 
cent would add £L8m a year 
to costs if no action were 
taken. Therefore Granada 
has closed 100 shops. 

Net debt fell £860m to 
£2L67bn. Disposals since the 
Forte takeover totalled 
£1.3bn - including more 
than £200m of non-Forte 
assets. Interest cover was 22 
limes and would approach 4 
times by year end 
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Gerry Robinson (left) with Charles Allen: seek international growth in programme supply 


Expro 
expands 
in Mexico 

By Christopher Adams 

Expro International, the 
oilfield services group, is 
investing heavily to expand 
out of the UK market into 
areas such as the Gulf of 
Mexico where deep water 
exploration has taken off in 
recent years. 

Mr John Dawson, chief 
executive, said the increas- 
ing development of deep 
water oilfields was fuelling 
demand for advanced subsea 
equipment to complete wells 
thousands of feet below the 
surface. 

Shares in the gronp, 
which floated two years ago 
at 175p, jumped 22%p to 
490p yesterday as it 
unveiled a 24 per cent rise 
In pre-tax profits to £17-8m 
for the year to March 31. 

Capital expenditure rose 
from £8.9m ($14. 5m) to 
£14 3m and was expected to 
increase “significantly” this 
year. Operating margins 
slipped only slightly from 1$ 
to 17.3 per cent as turnover 
rose 28 per cent from £82. 2m 
to £105m. 

Expro has opened an 
office in Venezuela and has 
developed an ultrasound 
technology to pulverise drill 
cuttings small enough to be 
dispersed by wave motion. 


RESULTS 


M r Bernie Eccles- 
tone is the ring- 
master who ended 
up owning the circus. The 
full story of his enterprise. 
Formula One Holdings. Is 
more complex, but the meta- 
phor captures how Mr 
Ecclestone's family Is poised 
to reap the rewards of his 
vision and marketing skills. 

Formula One Holdings, 
which sells television rights 
to the world's leading motor 
Sport, hopes shortly to make 
its international stock mar- 
ket debut. By tomorrow, 
FOH's directors and its 
financial adviser, US invest- 
ment bank Salomon 
Brothers, will decide 
whether to float in July or. 
more likely, to wait until 
September. Whatever they 
decide, Mr Ecclestone's role 
in making a co mm ercial 
enterprise out of FI racing 
has been remarkable. 

What is the business? 
Formula One Holdings has a 
25-year contract, to the end 
of 2021, with Federation 
Internationale de 
1' Automobile, motor sport's 
world governing body, to 
manage the commercial 
affairs of the Fl 
championship. 

It makes the arrangements 
with circuit owners for 
individual grands prix and 
negotiates the sale of 
broadcast rights. It also 
supplies to pay-per-view 
(PPV) broadcasters digital 
television feeds from Global 
Village, its production unit. 

Of its annual revenues, 
estimated at £200m ($326m) 


Lord of the rings 

John Griffiths, Clay Harris and Patrick 
Harverson examine the questions surrounding 
the flotation of Formula One Holdings 


for the current year, 47*per 
cent is paid to the racing 
teams. The company retains 
the other 53 per cent, from 
which it pays the FLA an 
undisclosed flat fee. FOH 
expects an operating profit 
of about £85m this year. 

Who owns the company? 
Offshore family trusts of Mr 
Ecclestone’s 39-year-old wife, 
Slavics. He transferred it to 
her last year in a “normal 
estate planning exercise". 
Why is it being floated? 

The Ecclestone interests 
want to diversify then- 
wealth by crystallising some 
of the value of the 
enterprise. They also need to 
solve the “succession’’ 
question, a serious issue far 
a company run almost 
single-handedly by a man 
who will be 67 in October. 
So, what happens if be is 
run down by a stray FI car? 
Management has been 
installed to support Mr 
Ecclestone, who stays as ■■ 
chief executive. His deputy 
is to be Mr Marco Picdnlnf , 
Ferrari's forma- team 
manager and sporting 
director. Mr David Wilson, a 
former senior executive at 
Ladbroke Group, is finance 
director. Mr Helmut Werner, 


ex-head of Mercedes-Benz, is 
non-executive rhairmnn. 
What is the company worth? 
Analysts' formal estimates 
are not yet available but 
unofficial figures have 
ranged from £L4hn to 
ELSbn. They have applied a 
standard media sector 
multiple to the discounted 
value of future cash flows - 
long-term broadcast 
contracts - and added 
estimates Of PPV earning s 
How much of the valuation 
relates to PPV? Between 20 
and 30 pa cent depending 
on the analyst 
How important is PPV to 
the company's future? 

The company argues that FI 
racing is perfectly suited to 
PPV exploitation of digital 
technology which enables 
the viewer to switch 
between multiple cameras 
during each race. Sceptics, 
however, doubt that PPV 
will succeed commercially 
when the basic version of a 
product is also broadcast 
“free", as FI intends to 
remain, to provide the mass 
audience sponsors require. 
How did Mr Ecclestone come 
to have so much control? 

He spotted an opportunity 
and filled a vacuum. He 


recognised the potential 
huge demand for sports 
programming. In the late 
1980s, then president of the 
Formula One Constructors 
Association, Mr Ecclestone 
sold his own team, Brabham, 
to concentrate an further 
commercial exploitation of 
FI on behalf of the teams. Fl 
was then a minority interest, 
with races mostly broadcast 
on an ad hoc basis. Mr 
Ecclestone skilfully 
repackaged and repromoted 
Fl, requiring broadcasters to 
“buy” a whole season of 16 
or 17 races. Each grand prix 
is -shown in more than 1D0 
countries and watched by at 
least 100m viewers. 

The realisation that his 
business now appeared to be 
worth more than £lbn 
prompted racing teams to 
demand a piece of the action. 
They are now discussing a 
plan to trade some revenue 
for an equity stake. 

‘Could dissidents set up a 
rival championship? 

Teams dance to the tune of 
corporate sponsors, who do 
not want their logos to 
disappear from TV screens 
because of a squabble ova a 
few percentage paints of 
revenue. It is no coincidence 


that FOH’s board includes 
Mr Walter Thoma of Philip 
Morris, a big sponsor. 
Speaking of Philip Morris, 
don't plans to ban tobacco 
sponsorship pose a threat to 
Fl revenues? 

FOH gets no revenues from 
sponsorship. Teams 
currently rely heavily on 
tobacco groups, but they 
believe if a ban became 
effective, plenty of other 
sponsors are waiting in the 
wings. Teams, however, 
might lose the 10-15 pa cent 
premium tobacco groups are 
willing to pay because they 
have so few other 
advertising opportunitles- 
1s there a danger the 
European Commission will 
ban the central marketing of 
sports broadcast rights? 

This is unlikely, but FOH 
argues that even if action 
were taken against some 
sports, Fl would be less 
vulnerable because its 
commitment to “free" 
television addresses the 
commission's main concern 
that viewers are being forced 
to pay to watch sport 
What happens now? 

If FOH gave the go-ahead 
tomorrow, a prospectus 
would be issued and four to 
six weeks of international 
marketing would begin with 
a target date for trading to 
begin in late July. Advisers 
prefer no delay, because 
stock markets are so strong. 
But putting it off until 
September would give more 
time to market a business 
requiring a lot of careful 
explanation. 
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Meyer seeks US buys 


By Andrew Taylor, 
Construction Correspondent 

Meyer International, the 
builders merchant and 
Britain's biggest timber 
importer. Is on the look-out 
for acquisitions in the US 
and UK following a sharp 
rise in annual profits. 

Mr Alan Peterson, who 
takes over as chief executive 
at t he end of thin year, sa id 
more expansive moves were 
expected in the US with 
acquisitions in the UK likely 
to be “bolt-ons”. 

He said the group was well 
placed financially, with net 
cash of £S.9m (914.5m) on 
March 31, compared with net 
debt of £37 3m a year earlier. 

Meyer’s pre-tax profits 
before exceptional rose a 
fifth to £45.4xn (£37. 6m). 
Heavy costs, mainly reorgan- 
ising the Jewson builders 


merchants chain, reduced 
the pre-tax line the previous 
year to just £I.lm. 

Mr Peterson said the now- 
completed Jewson reorgani- 
sation would generate 
savings of £3m this year. 
Divisional operating profits 
had slipped last year to 
£22. lm (£24. 9m) mainly 
because of the reorganisa- 
tion and Iowa sales follow- 
ing some branch closures. 

Profits, however, were 
expected to rise this year on 
the back of the UK housing 
and construction recovery 
and from higher-margin 
business at the expanding 
Hire Point and decorating 
centre businesses. 

Profits from timber and 
builders merchants in the 
Netherlands rose to £&4m 
(£6. 7m) despite heavy invest- 
ment in information 
systems. 


PUBLIC NOTICES 



OFFICE OF FAIRTRADING 


Biffpack and Wastepack UK Ltd - 

notification of compliance schemes 

The Producer Responsibility Obligations (Packaging 
Waste) Regulations 1997 (the Regulations’) 

Under those Regulations, certain businesses hm <*Ite*xts 

die recovery and recycling of padogii^ They can ehher 

act alone to meet the "***•'*?***? 

registered compliance scheme which wW assume die responaMity 

far ns members. . . 

The Director General ci Fair Tratfing has » duty to 
competition scnidnjr of all compBanw schemes prior to dwr 

■rtof^Ktor Genera) ha recehod subrrasstons wneeniiitg 
operation of two sepanta comptonce schemes. They are: 
jjftflpaeto a scheme to be operated by Bifti Wbste Senrices Lnt and 

B^hM^ltotpcn in aB inctostry sectors and wHI cover an 

material types to winch the Regihdons apply. 

The Ckrocrar General Invites commeno from 
parties in reboon to the schemes® 

Services Ltd and Wastepack UK Ltd. They should be addressed hx 
D avid Btoeksdg* 

Office of Ewr Trading 
Competition Policy Dtvuion 
Field House 
15-25 Bream's Bufcbnp 
London EC4A IPR 

wiocksdge if yw require tunutwtes of die 
received by 30 June 1997. 


SGA SOdETE GENERATE ACCEPTANCE N.V. 

ERF 300 000 000 

TMEFLOOES® lOMBS DOE JUNE 15,2000 
ISLN CODE :XS-0037973418 

Notice is hereby given to (he Bondholders that, pursuant to the 
Terms and Comntioos of the Bonds Goodman 4. “ Interest", the rate 
of applicable to the period from June 15, 1996 to June 15, 

1997 is 7 JO %. This raa oTinuxest has been detenmaied according 
to the GnnHWim 4 . (u), Le. “The bonds bear interest at a rate winch 
is- die higher of Annual Average of TME - 0.10 % or 7 JO % per 
ann um - *, (Annual Average of TME far the above mr nt Binned period 
being 6X121 %. Therefore, the hueres payable against surrender of 
coupon nr 5 will be : FRF 750.00 per Bond in die denomination of 
FRF 10 000. 

THE FBJNaPAL PAYING AG ENT 

SOCXETC GENEKALE RANK&'nffZST&A. 


REPUBLIC OF SLO VENIA 
FLOATING RATE AMORTIZING BONDS DOE 2006 
DEM 93 814 §S® SKMF.S DEM-2 
ISIN CODE : X50066643346 
Par the period June 11. 1997 to December 11.1997 
the new core has been fixed at 3.625 % PA. 

Next payment <fatw : December 1 1, 1997 
Bf - 3 
Amount : 

DEM 16.75 for the denomination of DEM 1 000 
taking into account a pool factor of 0i909091 0 
THE PRINCIPAL PAYING AGENT 
SOCDSTE GENERALS BANK&TRDSrSA. 
LUXEMBOURG 


FLOATING RATEAM^™jGBOM« DDE 2006 
USD 426 272 00 SERIE S USD - 1 

ISIN CODE : XS0066642371 
For The period June 11, 1997 to Decem ber 11. 1997 
the new rate has been fixed at 6.75 »PA. 
Nonpayment dans: December 11. 1997 
Coupon nr : 3 
Amount : 

USD 3J .19 for The denomfrarioo of USO100Q 
taking into recount a pool factor of QJ0909 10 
THEPMNdPAL PAYING AGENT 
SOCIETE GENERALS BANS * TROSTSA. 
LUXEMBOURG 


A group of financial investors led by 

PCI-Parcom B.V., Utrecht 

and including NatWest (Nominees) Ltd. has 
together wfth management acquired 100% of 

*Edscha - Group, Remscheid 


a leading manufacturer of car hinges and. 
convertible car top systems. 


Palladion Partners, Frankfurt 

arranged the transaction. 

ARTHUR ANDERSEN, Frankfurt, acted as 
investigating accountants and tax consultants. 


_ REPUBLIC OP SLO VENIA 

FLOATING RATE AMORTIZING BONDS DUE 2006 
DEM 161 £74 OfiOSERIBS DEM-1 
1SZN CODE : X50066643007 
For the period June 11, 1997 to December II, 1997 
toe new rare hoc been fixed at 4 * PA. 

Next payment date: De cemb e r 11.1997 
Coupon nr: 3 
Amount ! 

DEM L8v48 foe the dcwupinfldoa of DEM 1 QQQ 
taking into account apod factor of 09090910 
THE TONQPAL PAYING AGENT 
SOCTOTE GENERALS BANK A TRUST SLA. 
LUXEMBOURG 
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Granada 
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Granada’s falling share 
price suggests concerns 

over its deal-making aifli- ^am pricarakrivato'ihe 
ties. But if it gets York- FTSE Aft-Slrara inriox 
shire Tyne-Tees at £lL75p 
a share, the management’s 
reputation looks assured. 

Profit enhancement of 
some £20m is achievable 
from Yorkshire's 

head office, rationalising 
programme production 
and sales and creating a 
TV bloc In the north of 
Rn giBnii. Yorkshire's prof- 
its are projected at £40m In 
1998. Add in merger bene- 
fits and that is an unexcit- 
ing TA pa cent post-tax 
return on Granada’s investment after one year. But there 
is maybe £3Qm a year pre-tax from possible reductions on 
Yorkshire’s bloated licence fees. 

Disgruntled Yor kshir e Investors are muttering about 
earlier talk of a £17 bid, so it is not In the bag. But there 
seems little reason for further falls in Granada's shares, 
which have underperformed the market by 10 pa cent 
since March. Strip out its BSkyB stake and its prospective 
1997 price/eamings ratio is 5 pa cent below the market 
average, despite superior growth prospects. 

Concerns are growing about the cyclicality of e ar n i ngs 
from televirion advertising and hotels. In TV this looks 
unwarranted. Granada offers significant growth from pro- 
gramme sales. Hotel profits growth could slow in 1998, but 
there is a way out Sell Mdridien, Heritage and the Lon- 
don hotels, and almost all that would be left from Gran- 
ada's Forte acquisition would be the less cyclical Post 
House and Little Chef chains - and a fat profit 


NEWS DIGEST 


Ferry companies 
expect approval 

The two ferry companies seeking to combine 
cross-Channel services to compete more effectively with 
Eurotunnel said yesterday they were confident of 
approval from the European Commission, even though It 
has expressed “serious doubts”. 

Lad Staling, chairman of the Peninsular and Oriental 
Steam Navigation Company, said both P&O and Stena 
Line expected to receive a letter of comfort from the 
Commission approving the deal by early July. 

In a joint announcement, the two said the Commission 
was concerned about a possible duopoly in the carriage of 
tourist vehicles across the Channel. Regulators had also 
hi g hli g hted the need to keep the proposed joint venture 
separate from other operations of its parents. 

‘ The merger has been approved by French authorities. 
Publication of a report from the 'UK Monopolies and 
Mergers Commission is expected shortly. Under plans 
annonneed last October, the companies plan to merge 
operation of 14 'ships onThe-eastefo Channel, creating a 
joint venture with gross assets of £4l0m. • ' Ross Tierrum 

Porter Chadburn refocused 

Operating profit from continuing operations at Porter 
Chadburn, the packaging and label concern, rose 24 pa 
cent to £5- lm (JR3m) in the year to "March 28 on turnover 
down from £76Bm to £72. lm. 

. Mr Pat Barrett, chairman, said that acquisitions in the 
UK and US during the second halt together with small 
but developing ventures in Canada and Mexico, had com- 
pleted the reshaping of the group into a focused interna- 
tional label business. The shares firmed 2p to 22p. 

The pre-tax line of £4J7m compared with a deficit of 
£4Jlm, struck after an £8. 62m exceptional loss on disposal 
of a discontinued operation. 

Copper price fall hits Navan 

The rapid faH in the copper price as a result of the 
Suraitomo/Hamanaka affair, coupled with a stagnation in 
the gold price, led Navan Resources, the Irish mining 
group, to report Iowa full year pre-tax profits of 1996.000. 
This compared with last time’s 35.67m, which included a 
34m exceptional foreign currency translation gain. 

Chemring shares recover 

Chemring shares bounced back 22'Ap to lOOp yesterday 
after the m a n u f acturer of anti-missile decoys revealed the 
extent of first-half losses and exceptional charges which 
had been foreshadowed two months ago. 

Underlying losses before tax and exceptio nal * were 
£l.l9m, compared with a profit of £5. 03m last time. Excep- 
tional costs totalled hlvh leaving the pre-tax deficit at 
£13.1m (£4-47m profit). Turnover fell 24 per cent to £31.m. 

The group expects a return to profit at the operating 
level in the. second h*if of the current year, albeit at a 
Iowa level than last year. 
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INTERNATIONAL CAPITAL MARKETS 


Emu stability pact hopes lift Europe 


GOVERNMENT BONOS 


By Michael LMMnm 
In London and Jane 
Martinson in New York 

European bond markets 
headed higher yesterday on 
reports that European politi- 
cians might still reach a deal 
on tiie stability pact for eco- 
nomic and monetary union 

Most analysts were sur- 
prised the market had found 
comfort in tentative reports 
about a deal given the 
upheavals In recent weeks. 

“Everything’s priced for a 
timely start for Emu but I 


believe you're on a collision 
course between a euro envis- 
aged by the Bundesbank and 
the single currency which 
the French Socialist govern- 
ment wants," said Mr Huw 
Roberts at NatWest Markets. 
"If things work out other- 
wise, the markets look very 
vulnerable.” 

ITALIAN BTPs led the 
way higher with the Septem- 
ber BTP future settling at 
13080, up from 129.88. The 
spread over bunds tightened 
13 basis points to 137 points. 

GERMAN BUNDS were 
still volatile ahead of tomor- 
row’s Franco-German sum- 


mit. The September bund 
future opened slightly 
higher but came off in the 
afternoon, settling at 100.76, 
down 13 basis points. 

FRENCH OATs ended the 
day slightly higher, the June 
nominal future settled at 
129.62, up 0.14. 

UK GILTS rose slightly, 
helped by May unemploy- 
ment figures showing the 
number of jobless bad fallen 
less than expected. Average 
earnings for the whole econ- 
omy In April rose 4.5 per 
cent, which the Bask of 
England has said is In line 
with its inna tion target. 


More dollar issues in 
variety of maturities 


INTERNATIONAL BONDS 


By Samer Iskandar 
and Edward Luce 

Tssnance of dollar- 
denamlnated paper resumed 
its hectic pace yesterday, but 
maturities were more 
diverse than in recent ses- 
sions, which were dominated 
by 10-year issues. 

Primary activity was also 
lively in the French franc 
sector, despite rumours that 
banks were selling the cur- 
rency against D-Marks on 
the foreign exchange 
market 

ITALY took the normally 
sleepy French market by 
storm with a debut 10-year 
deal of FFrSbn. The bond, 
priced to yield IB basis 
points over 10-year OATs - 
the tightest yet on an Italian 
10-year issue - was taken up 
with enthusiasm by French 
investors. 

“French investors are nor- 
mally quite cautious," said 
CDC Marches, which jointly 
led the deal with JJ?. Mor- 
gan. “But on this o ccasion 
there was a mad scramble.” 


Traders attributed the suc- 
cess of the deal to Italy’s 
strong ties to France and the 
relatively generous spread 
on offer compared with 
recent issues in French 
francs from Portugal and 
Spain. 

Italy, which has recently 
issued both Swiss franc and 
euro-denominated bonds, 
said the deal was designed to 
broaden its Investor base in 
advance of European mone- 
tary nninn 

A banker at J.P. Morgan 
sail! almost a third of the 
bonds were sold to non- 
French investors, an unusu- 
ally high proportion. 

European central banks 
were also said to have 
bought the paper and the 
lead managers said the 
spread had tightened mar- 
ginally in the hours after the 
la unch 

VOTORANTIM, Brazil’s 
largest industrial group, 
tapped the eurodollar mar- 
ket far the first time with a 
$4 00m eight-year offering 
callable after five years. 

Meed at 210 basis points 
over five-year Treasuries - 


significantly wider than the 
158 points on Brazilian sov- 
ereign paper - the deal was 
seen as a success. 

A banker at ING Barings, 
sole manager, said that 
about 60 per cent of the 
paper went to US funds. 

ABN AMRO priced its self- 
led f750m 10-year global deal 
to yield 59 basis points over 
Treasuries- The bank said it 
saw strong demand, in spite 
of recent over-supply of 
10-year paper, with a large 
proportion of the issue going 
to US investors. 

“There has bean very little 
issuance of subordinated 
bank debt” a syndicate man- 
ager said. 

Traders said yield spreads 
were widening on recent 
10-year Issues as investors 
dumped paper that had 
failed to perform. 

However, swap spreads 
remain wide, allowing bor- 
rowers to raise cheap funds 
in the 10-year area. This 
could foster further supply, 
although demand might not 
be sufficient to absorb it 

Other borrowers chose to 
issue at the short end of the 


The September long gilt 
future settle d at 113g, up £. 

US TREASURIES drifted 
higher at mid-session as the 
market waited for economic 
data later this week. 

The benchmark 30-year 
bond rose & to 973, yielding 
6.819 per cent. Since it 
breached the 7 per cent yield 
barrier soon after the Fed- 
eral Reserve decided not to 
lift interest rates, sentiment 
cppms to have improved. 

Analysts said trading 
would continue in a fairly 
tight range until new eco- 
nomic information was 
released. Weekly unemploy- 


ment and monthly retail 
sales data wOl be published 
today and figures on pro- 
ducer prices tomorro w . 

Mr David Mnnro of H igh 
Frequency Economics, filled 
today's details “wiggly and 
wobbly factoids which prom- 
ise to whipsaw the markets 
if investors get off their 
euphoric kick and try to 
trade on facts”. 

The market is expected to 
trade on each new of 
information in the run-up to 
the next meeting of the Fed- 
eral Reserve Open Market 

Committee in July. 

A weaker dollar had little 


impact an prices as overseas 
Investors continued to find 
US Treasuries attractive. 

The two-year note rose & 
to 100ft, yielding &148 per 
cent, while the 10-year rose 
ft to 100ft, yielding 6JS87 per 
cent 

• Spain's fixed-income 
futures exchange, Meff, said 
It would reduce the ncmainal 
coupon an its 10-year bond 
future from 9 per cent to 6.6 
per cent from December. 
Meff said the change 
reflected lower Spanish 
interest rates and was part 

of an effort to prepare far 

the introduction of the euro. 


New international bond issues 
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yield curve, taking advan- 
tage of lin gering fears that 
the US Federal Reserve 
mi ght tighten monetary pol- 
icy at its next policy-making 
meeting in July. 


NATIONAL AUSTRALIA 
BANK launched the largest 
deal of the day - 5500m of 
1‘A-year notes. 

Nomura, the lead man- 
ager, said the issue appealed 


to investors seeking to rein- 
vest proceeds from bonds 
maturing in the next few 
weeks, without taking war , 
ket risk in the event of a Fed 
rate increase. 


CAPITO^ARKETSNB^DIGEST 

Uruguay rated 
investment grade 

country's foreign currency debt ceiling toBaaS. 1 tom . 

The short-term debt rating was raised to Prime 3. tom 
Not Prime. The new ratings will apply w . exJ !*“5 ia d bt ’ 35 
well as to a widely-expected issue of Yankee bonds. 

helped to reduce the public-sector debt burden, Moew * 
w»iri TrrfiaHftn is at its lowest in 20 years and Moody s 
expects it to continue to fall. The ratings, however, 
remain vulnerable to a devaluation. “Virtually all public 

debt is dollar-denominated and therefore a large 

deval uation would increase debt and debt servicing, 

Moody’s , _ _ 

Uruguay’s long-term foreign currency debt is rated bb+ 

by Standard APooris, the other large US agency, and 
IBCA, the European agency. Samer Iskandar 

Saudi fund open to foreigners 

Foreigners will for the first time be able to invest in Saudi 
shares, following the launch of a new investment vehicle, 
Sand; Arabian Investment Fund (SAIF), which will be 

listed in London. .. . . „ 

Saudi American Ba nk (Samba), a local bank which Is 30 
per cent owned by Citibank of the US, will manage the 
fund and act as domestic placing agent ING Barings will 
be international placing agent When the Saudi Arabian 
Monetary Agency (SAMA). the central bank, authorised 
Karnh* to launch the closed-ended fund in April, bankers 
iri SAIF would aim to raise up to S25Qm. 1 

The Saudi market's total capitalisation stood at $48.7bn , 
at the end of April. Liquidity has risen in recent months, ( 
with average daily turnover reaching $45m in the first 
quar ter , against an average $20m in 1995. Previously, 
share trading was restricted to Saudi nationals, with a 
few companies open to citizens of five other Gulf states. 

Samer Iskandar 

Liffe real-time data on web 

Investors will have access to real-time price data on 
London-listed derivatives through the internet, the 
T en d on International Financial Futures and Options 
Exchange said yesterday. 

Prices on bond, interest rate and equity derivatives are 
available, with a delay, on Liffe's internet site free of 
charge. But a new agreement with three quote vendors 
will allow access to real-time data. The data vendors. 
Electronic Share Information, Telekurs and Virtual 
Telecom, will charge a fee to users, part of which will be 
paid to the exchange. 

“The ability to distribute real-time data via the fast 
growing medium of the world wide web will ensure that 
more end -users will have access to Liffe prices, therefore 
pnnhiing thprn to manag e their investments better said 
Mr Daniel Hodson, Liffe chief executive. Samer Iskandar 
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WORLD BOND PRICES 


BENCHMARK GOVERNMENT BONDS 

Red Day’s Week Month 

Coupon Dote Price change YMd ego ago 


Auetrefle 8.750 .11/06 

Austria 5.750 04/07 

Belgium &Z50 03/07 

Canada' 7.250 08/07 

Denmark 1000 03/06 

Franca BTAN 4.750 03/Q2 

OAT 5J500 04/07 

Germany Staid 6.000 07/07 

Ireland 8400 08AM 

Italy 6.750 02/07 

Japan No 145 5.500 03/02 


Italy 6.750 02/07 

Japan No 145 5.500 03/02 1 

No 182 3400 09/05 1 

Netherlands 5.750 02/07 1 

Portugal 0.500 02/06 1 

Spain 7.350 • 03/07 1 

Sweden 6400 08/07 1 

UK Gtts 7.000 06/02 

7.250 12/07 

9.000 1Q/D8 

USireasuy* 6.625 05/07 

6.825 02/27 

ECU french Govt) 7.000 04/06 II 
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BOND FUTURES AND OPTIONS 
France 

■ NOTIONAL FTtEWCH BOND FUTURES (MATH 5 ) FFrSOOJOO 

Open Sett price Change High Low Eat uoL Open fat 
Jun 12968 12962 +0.14 129.96 12964 164609 go.181 

Sap 128.04 12768 +0-12 12826 12760 77216 126646 

Doc 97.10 9868 +068 97.10 97.10 77 575 

a LONO TERM FHB4CH BOW OPTfOWS (MATff=) 
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Germany 

a NQTIOWAL QBM1W BUND HITUBES QJFFEf DM260600 100th» ot IQOfefe 
Open Sett price Change High Low Est vul Open to. 
Sep 10064 100.76 -0.13 10165 10069 161229 231986 

Dec 9963 9963 -0.16 9963 9963 160 250 


UK GILTS PRICES 
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FTSE Actuaries Govt. Securities 
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■ NOTIONAL ITALIAN GOVT. BOND (BTP) FUTURES 

(UFPE)- Lto 2QOn IQOtha ot 10Q?< 

Open Sett price Change High Low Est voJ Open to. 

Sep' 130.12 13060 4062 13060 130£» 78302 82186 

Dad • T0365 104.00 40.77 10365 10365 350 300 

■ ITALIAN QOVT. BOKO (BTP) FUTURES OPTIONS [UffE) LJni200m 100HM Ol 1D0N 

Strta CALLS PUTS — ■ 

Price Sep Dec Sep Dec 

8000 2460 0 

8050 2360 0 

0100 2360 0 • 

Eat uoL total, Qato B2S0 Ptto 3CBT. fW a a dafu apart fee. CM 30722 PUto 46011 

Spain 

m NOTIONAL SPANISH BOND FUTURES (MEFF] 

Open Sett price Change High Law Est not Open to 

Jun 11565 116.19 ftMO 11662 11560 74617 74.017 

Sep 115.13 11640 4<M4 11560 11501 48^Z7 39662 

UK 

■ wanoNA4UKoa.Twnu«Espjn : g‘cao60032ncfaoiioo% 

Open Sett price Change rtfti Low Eat vei Open to 

Jim M3-29 114-00 40-04 114-05 113-25 2703 4446 

Sep 113-14 113-19 +0-03 113-28 113-11 63053 160794 

a long oar rttubes options (uirg esoopo 64the of 100% 


Price Intfices Wad 

uk oats jun n 

1 Up to 5 years (20) 119.71 

2 5-15 yeera (20) 151.75 

3 Over 15 yeas (6) 17868 

4 Irredee mi blBi (5) 20662 

5 All stocks pi) 14663 


Day's Tub Accrued xd ad|. 
teige M Jun 10 k ite e at ytd 
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066 151.63 
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UK Indices 

-Low coupon yield - - Medium coupon yWd • ~ High coupon yiaU- 
Jun T1 Jun 10 Vr. ago Jun n Jun 10 Vr. ago Jun 11 Jun 10 VT. ago 

7.03 7.05 7.46 7.09 7.11 7.49 7.14 7.16 769 

.7.14 7.14 865 7.18 7.18 866 7.17 7.18 a 34 

7.17 7.18 864 7.18 7.19 834 7.17 7.18 &-»i 

767 7 XT 8.43 


MMIor B% — 

Jun 11 Jim 10 Yr. 


6 Up to 5 years 20466 0.03 20460 1.18 363 Up to 5 yra 366 368 261 2.94 2 

7 Over 5 yeeraflQ 19661 0-10 19662 163 266 Over 5 yra 366 367 367 3.47 3 

8 Al stocks (12) 19660 069 196-12 149 268 

Awraga goes redemption ytafefe am atawi atom. Couaon Banda: Low; 09L-7U%: Maduic 8H-10UK; Hote 11% end onr. T Fte yiaUL ytd Yew to date. 


— hrilotton 10% — • 

Jun 11 Jim 10 Vr. tqja 

2.94 2.94 1.42 
3.47 3.47 367 


FT Fixed Interest Indices 

Jain Jm 10 Jai a Jui 6 Jui5 YTego Htff LnW 


Gilt Edged Activity Indices 

Jun 10 Jun 9 Jun6 Jim 5 Jui 4 


Otto Sec*. (UK) 9663 9662 96.44 9661 9636 9267 9761 9331 GBt Edged tey lna NA NA NA NA 

FS*ed Uaraat 12062 12063 12070 12060 12064 11168 12160 11632 S-dey average ■ NA NA NA NA 

O FTSE feaama m nW Ud 1997. Al itglda raaeuod. - far 1997. OovenanM SecwNaa Npi afcwe c o w ptefa w; 12740 (0901/3% tow 4*18 (03OV73L Rate brnratt 
hlrfi afec* conoAaton: 13697 puui/9^ loir 5053 (0301/75*. Bate 10P Oommmart Stoufaw 15/1008 and Ftoed tom 182* SC edMty ktecae nted W74. 
are Edeed Mkne date wS be mieialili tol M tka i node* 


FT/iSMA INTERNATIONAL BOND SERVICE 
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to d Bfct OteCbgYIdl tousd BM OteQqXlaM tonal Bid Ofl w Chg Yted 
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u* uuun aiiwunia span /•+ ua ajuu hips no* -*1 6Ud refaey Nae Trentuy I 

Abbey Md Treasury ft 03 _1000 9ft 9ft J, 681 VUmegan ktj Rn 7 03 1000 KB Wft -»j 539 Midi Land ft 23 E 

AENAnro Barit 7li 05 1000 Iffl 101 J* 761 Wfelfato*S%(n 3000 104L 101% 5IM r w . w AlS. ndf 


ABNAnao Barit ft 05 
AHaiDavBkft23. 


.1000 ICl 1011, 761 WcridBsrttft 03 

-900 9ft 9ft ft 743 WfattBBr*ft02 


3000 10ft 10ft 508 Derma* ft 98 £ 

3000 105% 10ft 483 Dapta Rnarca ft 03 C 
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PUTS 


Aigatea 11%17 

2000 






Price 

Ju4 

Aug 

Sep 

Dec 

Jul 

Aug 

Sep 

Dec 

Aoim Dev Bank 6% 05 750 

97 

97% -% 684 

SWES FRANC STRAIGHTS 

113 

0-59 

1-28 

1-50 

2-18 

0-21 

0-54 

1-12 

2-02 

AtenaS%00 

.400 

1W% 

104% 

650 

AteiDavBtetOtf 

500 

114 

0-28 

058 

1-17 

1-52 

0-52 

1-20 

1-43 

2-36 

BadarUNtett L-ffa 8% 00 _ 

WOO 

wa% 

103% 

855 

AuteaftOO 

TOO 

IIS 

0-09 

0-33 

0-54 

1-26 

1-35 

1-59 

2-16 

3-10 

Baransrl 7% 04 

TOO 

92% 

92% 

■ 9JB 

Darr*rk4%9B 

TOO 


Hnted700£ 500 Oft 90% 7.11 

Gk»MUcomft05£ 500 10ft 10ft 767 

9» 4ft 4ft ft 450 KS8C Hridngs 1160 02 E 153 lift lift ft 7 JO 

OB Mft 10ft ft 262 B%1ft14£ 400 125% 12ft ft 760 


.150 104% 104% ft B£1 
.800 9ft 9ft 7.16 
.500 97% 97% ft 767 

1000 10ft 10ft ft 761 
■ 500 9ft 90% 7.11 

.500 10ft 10ft 767 


E*L VOL ktoL Cato 266 Puts 157. Prevfoua day* open tnt, Cato 42<2» Puts 23638 

Ecu 

■ ECU BOND FUTURES (UATV) ECU100000 

Open Sat price Change High low Est voL Open to 
Jun 9568 9644 +044 8566 9S68 1.728 4451 

Sep 9484 9604 +044 95.16 9464 707 2647 


■ US TREASURY BOND FUTURES (C8T) 6100.000 32nda of 10096 



.. Open 

Latest 

Change 

High 

Low 

Eat voL Open fat 

Jun 

110-27 

111-00 

*0-03 

111-03 

110-27 

15474 

119.193 

Sep 

110-16 

110-21 

+0-04 

110-23 

110-13 

334280 

343494 

Deo 

110-08 

110-09 

+O-0S 

110-09 

110-04 

299 

24,794 


Japan 

■ NOTIONAL LONG TERM JAPANESE GOVT. BOND FUTURES 
1UFFQ YIQOm IQOthS Ct 10016 

Open Qoee Change Mgh Low Eat vd Open to 
Sop 123.74 12361 123.70 2826 na 

Dec 0 na 

’ L*+t tvduea (too traded on APT. AS Opan murm Sga. we tor pnvkwa day. 


AOS 569 
637 711 

668 768 
533 7.13 
869 7.12 
*B 7.14 

762 7.12 
*28 7.19 
762 7.13 
7A6 7.15 
7J5 722 

172 7.15 
7.16 7.15 
7.IB 7.10 
tt.11 7.16 
765 7.18 
761 718 
&80 7 JO 
7J7 7.19 
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114i +4 

lOBil +* 
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HP Ufa 
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11® 113U 
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1®S Bft 
134* 131% 
115U 103U 
107% ff7B 
9ft 833 
lift 10® 


_52erek_ 
awret +tr- H» lee 


Mre-UaM 6) 

— fl35« - 222 114 — 114% 113* 

2%0cW 212 118 181% t* 1811* 178* 

7*3PCU1 013) 283 155 188*3 +* 1*7fi 178** 

2%SC1B 0M) lie 1® 1SZ* +* IS** 171* 

ftpcWtt — P2S^ 320 3JB 1179 4* U04 11W 

»C8B_ (E15) 131 321 132* +* IfiSQ 1M% 

2teW (732) 138 362 17IJ3 ft 178* 182*3 

ftpcTI 015) 142 3J4 178% ft ID* IB7fl 

ftaia (882) 148 325 14® ft 1ED** 137% 

— (81 « 148 388 15® +& 146% 

ftaCM- 483A 35S 388 15D +* 154* 139% 

2*“^ ^ 136 338 124* +* 12® 115% 

4 %P e30 i? — f135.ll 155 358 122* +* 12B% 114* 

Ftopcrtre red redaratlon rare on prafeetod MsOm ef (i) 
to* and (2) 5M. n Rpna h pawitoeea dm RPi bare far 

ndpifag fia 8 months pte to issue) and hove be«i touatel to 

^ O 100 in Fatnjory 1987. Convedon 
1S45. fW ler Sretontor 1998: 1918 and far Aprf 1997: 


7.73 730 116% *4 na 105% 

U6 63* 86% +* 87*1 70S 

7.44 7.19 107U 108% 86% 

J# 7J1 IMlj 100 93% (Wup Bwl | n 4 nm 4 

7J8 7.1B 108B *A loss 86* wxner ™«» interest 

7S 720 1184 +A 117% IQ2S 

BJ3 721 145}JJd +U M8* 138% _Wd-. 

7J0 7.15 109% +*tll* 9 5B fate « tod PrtceE 4tr- 


MnDenhtozm 
nHB11%pc2012 
„ Ltoti3%pcaas^ 

- 5« -* 5«*| 46* Unpod3%selnad 

- 48*J ♦* 49* am LCCtoSOAft— 


* Tap- Wo tat- tt Tttotore m nOHaridarea «i reptoePon. E Autoon bob. «i E» ** 
eaapKthe red Mac-Lfe*ed radmpw yWds ana tosuHad By HSBC QnarwaB tare 


MO 7.41 172 

375 880 131% 
988 - 139% 

823 - 42d 

fa - 4BU 4 * 49* 4IU IGCapeHAfL 7* - 38 

sa - oa ** 80, 58Ji KanefMtar11'aie2D07- 902 785 127% 

-A SS »a Hhtit 186 885 82 

^ 30 “ 409 142% 

727 - 3® 4* 34 * »* - 447 138* 

Ooahgmid-ialMB are ahomi in pounds par 9100 nembd of stock. 

Btec of B^pni cfaang pdoa* 


-Mwek- 
Hpa Lte 

123i 11® 
132% 122 

138% 130% 
44 37% 
39 32% 
127% 119 

82 74% 
147 V 138% 

1C:: 132% 


BreerVerefetttfcftOO 500 10ft 103% 855 fflftO* 300 lift lift 4% 4.13 Orteo11%0l£ 100 111 111% 7J56 

Bd*m5%IH MOO 94 Oft ft «7 ftted7% 99 300 lift 111% ft 117 Poatogenft 03 £ 250 104% 105% 7.79 

MtoiCotrtAa7%02 503 104 104% ft 178 Hateai finance ft 00 1000 105% 10ft ft 223 Seven Hart 11% 99 E 150 107% 1W% 7A7 

a«ttiGB021 1500 15% 18% ft 784 bteretftOO 100 lift 11ft ft 280 Tofao Bsc Pom 1 1 01 e 150 lift nft 755 

C2ri*teftC6 1500 96 98% ft 681 fete fate Draft 08 800 IfB 109% ft 113 TCNZ Fin ft 02 N2S - .75 106% 107% ft 728 

Chaus Kong fin 5% SB S00 9ft 96% 692 Or»toft03 400 lift lift 4% 106 Worid Bank 8 99 NS 250 103% 103% ft 731 

afe»8%04_ 1000 9ft 96% 7J4 QteeeHyAoSOB 100 104% 105% 4A6 Credt Uxd 6 01 FFr 8000 19ft iq| ft 4J8 

QaA Fbndar 9% 99 300 104% 105% 636 SNB^CW 4SQ 122 12ft 4% 153 Dereraricft 99 FPr 7000 Wft 103% ft 197 

tot^panRalaqrftOt 600 9ft 98% ft 702 9uedanft03 500 109 109% 612 Bac da ftroe ft 22 Rr 3000 125 12ft ft 657 

SB6 04 500 Bft 97% ft 656 WortdEto*021 700 31% 32% 480 

EK-hiBto-fcpanflaZ 1®% 105% 671 WbrM8n*70l ■ 600 115% lift 4% 248 FUQIOWB RATE NOTES 

Expat Dev top 9% 99 1SJ 10S% iWz ft 6J0 Bd OOer Can 

Enan Capttl 0 04 1800 K% eft 652 YBtSTIWamS — ^ 

Fed Home loan 7% 99 1900 101% 101% 638 Ba«fan586 73000 109% >09% ft 124 Attey PteThiaauy t* ® _ 10D0 9853 8959 57503 

Ffednl Md Mat 7A0 0* 1500 104 10ft 679 CredtfinteftOK 75000 112% 112% ft 221 ^tetefaQdbdHftOOl 700 9174 9*83 53184 

FWfid7% 04 1500 106% ft 682 EBftOO 700000 lift 114% ft t2D OtteiiW 2000 9980 8985 58250 

Fad Mate Cffidt ft 02 1250 08% 98% ft 698 Ea-*n Bark Japoi ft 03 _ ttBOOQ 112% lift 4% 117 D *** l ' J * flB 3000 9179 9936 55635 

QanedWbOia 1000 28% 27 ft 852 Fed Nd Mart 2 90 WCD3Q «E% «s% ft 1.15 CCCEOOBBsu 200 9171 10100 43625 

NfVanceftge 690 00% 9ft 630 fete Amar Dav 7% 00 30000 11ft 117 ft 137 Q«™>*kO«Bnft 98 — 750 99L83 9988 56875 

WarAmar Dor 6% OS 1000 08% 06% 683 teyftOI 300000 Wft 107 ft 1.73 Oatlt4cnMfa*00 300 0628 9676 57500 

kteArar tot 7% 05 500 10ft 104 -% 686 My 5 04 200000 116% 117% ft 251 OrednarFfcteee*9BDM .. 1000 9199 10006 32S00 

fed findEaS%99 500 9ft 98% ft 617 Japan Dev Bk50B 100000 108% 108% ft 1 M ftdNdUcrt-*00 1000 8677 9052 53672 

torero 2000 97% 97% ft 687 repan D»v BkB% 01 120000 118% 120 ft 154 Rl * rt ' Ja99 .WOO 8958 10003 55875 


.1000 10ft 103% 153 lad Sacs 8% W £. 


- 300 lift 116% ft 4.13 Orteia 11% 01 £ 

-300 111% 111% ft z.17 PomgenftroE 

MOO 105% 105% ft 223 Sevan liar* 11% 99 E 

- 100 lift lift ft 250 TofaoBecPomll 01 Z 

-800 1(8 10ft ft 213 TCNZ fin 9% 02 N2S 

-400 lift lift ft 106 World Bark 0 99 NZS __ 

-100 104% 105% 4A6 Credt bxd 6 01 RV 


.100 104% 105% 4i46 Credt loot 8 01 (fr 

.480 122 12ft 4% 353 Dareratk5%fiBFft 

.500 109 109% 112 Bac da France 8% 22 FFr. 

.700 31% 32% 450 

.600 115% lift ft 249 FUMIM6 MR MOTES 


.200 99% 9ft 720 
-200 111% 111% 754 

. 100 111 111% 756 

.250 104% 105% 7.79 

.150 107% 107% 747 

.150 111% 111% 755 

-75 106% 107% ft 758 
.250 103% 103% ft 731 
8000 104% IK ft 478 
7000 103% 103% ft 397 


112 (to defiance 6% 22 Ffir 3000 125 125% ft 657 

450 


toead BM Ofler Ccpn 


to6 03 20TO 97% 97% ft 687 repan Dav Bk 6% 01 

to ft 23 3500 93% 94 ft 755 9«?6%00 

Japoi Dav 8k ft 01 500 105% 10ft 652 Spdnftffi 

KcneBacPQwfrftm 1350 85% 95% ft 754 WWdBank5%02_ 

Mstaat*a Bee 7% 02 1«0 102% 10ft ft 684 

Mata 9% 07 1000 10 ft .105% ft 953 OMR STRAIGHTS 

hMnnuada9%0l TOO 100% 100% ft *43 BfD14%9BR 

awk)7%03 3000 10ft TO ft 686 Wad Bate 15 90 R. 

0rtato7% 02 2000 TOft 104% ft 681 AtaaHa6%09H 


-30000 114% 114% ft 159 E*?® 8 ®?- 
.125000 117% 117% +% 156 »«Btalni%99 

.250000 116% 116% ft 172 ?*&»- 

tore*™ — 


.250 99% TO 1119 

.500 10ft 101% ft 1459 — 

1000 104% 105 179 >*»* Sadi A 90 

1900 in* 97 a Onrefa090 


1.tt fitdNdfetatftOO TOO 8177 9052 53672 

164 FWtelft® .1500 9956 10053 55875 

12B Hdte 88 0 9B .500 10054 10010 58125 

158 »«BvkW^99 500 10133 10041 BOSS 

172 toi»- —1500 10030 10036 59033 

to % 98 Ecu 1500 10017 10025 4J125 

LXEBadareWret Rnft 98 . WOO 9854 9959 55750 

1119 UVfaBtorepSOlO 600 8853 9063 35939 

1459 tttate&re 650 0O8Q 9956 60835 


■ T — ■ . I —— — , n— I ■— » V WI m o m m ^ ^ n . _ . |W» IW, 1)0 jLfll — — ■ 500 91S8 10055 60312 

QtatinatdM*6%OT 200 W5% 106% ft 6£6 PITNetoandftOBR 1300 104% 10ft 639 O"d*>0» 3000 10013 10020 55125 

Portogalftro TOO 96% 95% ft 674 Bal toeda ift 90 CS 150 110% lift ft 5.19 fi3rirealA990M -.2500 10029 10055 l.mHB 

QutacHjt*c&%90 is K)3% 104 ft 649 WWCcfalta7% (ECS — . 1250 108% 106% ft &1B CfatacHytaO90— 500 8ft*3 9953 181 St 

SAS109B 209 105 105% ft 677 CanadaMQtteg S% 00 CS . TOO 106% 105% 457 Ba*098___ 500 0170 10610 5050 

SNSF9%98 ISO 103% 103% 623 BecdafianwftfiOCS 275 109% 10ft 558 SpahftCBOM 2000 10054 100.10 11875 

Spain6%99 TOO 10ft 10ft 630 KMT fat fin 10 01 CS 400 114 114% STl Ste aVWorit 05890 125 Baas 1QQ.1S 5.7218 
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IMad Khgdon 7% 02 TOO 104 10ft ft 685 QueOac Hjrto 7 « CS 1000 103% 1(B% -% 649 Irered Price Bfa Otte Pram. 

ZSZS SmS J a i S SBSSrS ^ SS 4 S {SSSiV — zjz a ■ a 

mBrt8 ' S9 — * ^ ,GSi w assarts st ss s s s S-a- 

AuaMa6%34 2000 97% 87% ft 66B BBMOIEcu 1150 lift !S% ft ££ S? “J ‘If 
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OttafiranceftlB^ 1900 W5% i€6% 532 UrtedWngtenftOIBai — Z750 lift 114% ft 451 ^ ^ 

0a<chBBkFfei7%ro TOO lift lift ft 556 ADC 1099 AS TO S 107% ft 62 ES m ” S* « 

Dauatafirm5%04^ — 2500 KB% lOft 531 tormat Aistrela 13% 99 AS . 100 115 lift -% 642 S 127 } i 
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B06%oo 1500 105% TOft 455 to Auafeab Bta6% 99 AS TO SS S ft S Sapp BWFferoft 02 -- TO 76 94% 95% 

FWand7%00 3000 WB% 108% ft 397 SrnSyZ»oa« riTO S ft S 10SM «* «*• 

totaW5%01 1500 (04% KJ4% ft 4fid RAiEM^imAt toe imL 1fn t .7. Tni Snifcro Bta3% 04 - 300 36069 89% 90% +8978 

KFWkdFWnceftro 2290 105% 10ft 523 S mB^SoAsIIZS TO S ft 5 u 1H M *** 

UOtedBft^umftOB 2250 1®% IDft ft 65 ! S*AteStefin0O2AS TO IS IS ft 712 98 % « 5 T 
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SSS 7 S 22 MSSS S S? £ ST *" •— h “»* * **" - - - ■ — »»— «• 
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CURRENCIES AND MONEY 


Surplus figures send yen higher 


MARKETS REPORT 


By Richard Adams 

The yen touched its highest 
level for the year against the 
US dollar yesterday, after 
hews of a booming current 
account surplus triggered 
heavy buying of the Japa- 
nese currency. 

Trading on the Tokyo and 
Asian markets saw the yen 
reach Yl 10.62 against the 
dollar, its strongest level for 
seven months. The currency 
later made further gains 
against sterling and the Ger- 
. man D-Mark. 

The yen's gains came after 
announcement of a 90 per 
cent increase in the Japa- 
nese current account surplus 
during April, to more thww 
Yl.OOObn for the month. 
Comments by US officials 
concerned at the size of the 
surplus spurred the dollar 
downwards. 

Hie dollar recovered above 
YZ11 in Europe in early trad- 
ing, but dipped below it 


again before finding support 
around the Y11Q.6 level, and 
bounced back to close at 
Y11L3, Yi-4 below the previ- 
ous closing rate. 

The D-Mark also suffered 
against the yen, in much 
lighter trading, as traders 
looked for long yen p o sition s 
over potential European 
monetary union partici- 
pants.- The German currency 
lost l per cent against the 
yen, and closed at Y&L93, a 
touch away from the Y&L92 
level in August 1996. 

E What a difference a month 
m akes. Six weeks ago, the 
B a nk of Japan was said to be 
buyin g yen at Y127 to 
strengthen it against the dol- 
lar. Yesterday, there was 
talk the central bank was 
contemplating sailing yen at 

■ Posad In Hmt Vorii 
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Stott 1.6375 

1 tntt 1X364 

3mth 1X340 

1 jr 1X340 


- Prtw. ckoa- 
1.6385 
1.6373 
13350 
1-6245 


YUO to prop up the dollar. 
In between times, the yen 
has strengthened by over 12 
per cent on a trade-weighted 
basis. 

In Tokyo, it was Japanese 
public funds and US invest- 
ment houses seen buying 
dollars below YUL 

Mr Nick Shamim, cur- 
rency analyst at ANZ bank 
in London, said that Japan's 
latest quarterly GDP figures, 
due out today, could weigh 
the dollar down further 
below Ylll, despite “chunky 
stops” at Yuo.5. 

“There could be a massive 
explosion, with the [dollar] 
bears taking control and 
pushing below YUD,” Mr 

Shnniirn 

But a trader at a US bank 
in i ■nnri nn said the Japanese 
saw the dollar's fall against 
the yen since May as exces- 
sive. and that intervention 
to support it was possible, to 
limit the dollar's downside 
to Y110. 

Mr Tony NorfLeld, head of 
treasury research at ABN 
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Amro, said that a strong yen 
will remain the dominant 
market theme, and the yen 
can be expected to fall below 
Y110 ahead of the Denver G7 
summit on 20 June. 

The dollar, in contrast, is 
also being held back by 
upcoming retail sales and 
producer price data in 
advance of the Federal Open 
Markets Committee meeting 
starting on 1 July. 


ABN Amro are advising 
that investors should stay 
short of dollar-yen, with 
stop-loss orders placed at 
around Y112. 

■ Sterling remains robust, 
despite some weakness 
against the yen. Sterling lost 
over two yen yesterday, as it 
slipped from Y1S4.7 at Tues- 
day's close in Europe, to 

Y182-3 yesterday, its lowest 

rate since last year. 

Sterling also drifted lower 
a gainst the D-Mark and the 
dollar, after UK unemploy- 
ment foil less than forecast 
in May. Slight fane against 
both currencies led the Bank 
of England's trade-weighted 
index lower, by 0.4 to 903. 

With Mr Gordon Brown, 


Jub 11 • £ $ 

C»t) Bp 53.1387 - 5Z3315 313560 - 31 S5M 
ItaCT 300776 - 300971 183.770 - 161610 
km 481220 -4910.10300000 -300000 
M 04944 • 04948 03031 -03022 
MM 52734 - 52790 12220 - 37240 
Mta M33J94 • M3061 5754X0 - 578U0 
UAL 60108 - LOWS 18726 - 30731 


the UK chancellor, deliver- 
ing his Mansion House 
speech in London today, 
there was some nervousness 
that a revision to the govern- 
ment’s inflation measure or 
target could move gifts and 
therefore sterling. But one 
analyst said; “Whatever 
[Brown] does is good - the 
market loves him.” 

■ The Irish punt fell below 
DM2.6 against the D-Mark on 
Wednesday, after Emu 
uncertainty provoked clos- 
ing oft of some short posi- 
tions in the punt. The Irish 
currency ended at DM2.595, 
down 0.7 of a pfennig. 

The punt initiall y gainad 
on sterling, but ended 
unchanged at IE1.082. 

The punt had finned to 
DM2.605 during the day. 
“There is an appetite to buy 
Irish pounds,” one currency 
dealer in Dublin said. “There 
are a lot of short positions 
on the punt in relation to 
Emu and it doesn’t take 
much to incite nervousness.” 
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This announcement appears as a matter of record only. 

We are pleased to announce our appointment as: 

Depositary Bank by 

Bradesco 

for their sponsored Level-1 
American Depositary Receipt 

(ADR) Program 


For further information, please contact: 

Citibank, Sao Paulo 
Jose G. Monforte (551 1) 576-1944 
Victor Hugo Homrich (551 1) 576-2030 
Ricardo Kovacs (551 1) 576-2150 
Alexander Mainero (551 1) 576-1888 

Citibank, New York 

Robert Kingsley (212) 657-7800 
Antonio Pedro Rafael (212) 657-4149 
William Treut (212) 657-7555 


June 1997 
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COMMODITIES AND AGRICULTURE 
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DMG gives up LME ring dealing 


By Kenneth Gooding, 

Mining Correspondent 

Deutsche Morgan Grenfell, part of 
the Deutsche Bank group, yesterday 
gave up Its ring-dealing membership 
of the London Metal Exchange, 
reducing the number of ring dealers 
to 15. 

This follows the departure from 
the ring of Lehman Brothers Com- 
modities last November. But Mr 
David King, LME chief executive, 
insisted last night: “There is no 
flight f rom the LME." 

Both he and DMG said yesterday's 
change had nothing to do with the 


Sumitomo scandal last June, when 
the Japanese group sacked its chief 
copper trader, alleg in g he had run 
op losses of $2.6bn by unauthorised 
trading. 

Since then, traders suggest copper 
market business has fallen, but Mr 
King said last night that the LME’s 
turnover so far this year was 12 per 
cent up on the same months of 1996. 

He pointed out that DMG had 
switched to being an associate bro- 
ker clearing member of the LME, 
that it remained committed to the 
base metals business bnt was 
refocusing its efforts. 

Mr Charles von Arentschildt, who 


joined DMG in New York from Mor- 
gan Stanley two months ago as 
global head of commodities, said: 
“This was an economic decision. It 
was to do with cutting costs and' 
providing a better service to clients." 

He said DMG provided a 24-hour 
service to clients and this meant 
that either this service had to be 
interrupted when staff left to take 
part in the LME's twice-daily ring 
dealing sessions, or there had to be 
staff duplication. DMG will make an 
as yet unspecified number of staff 
redundant 

Mr von ArentsdxQdt said invest- 
ment hanks such as DMG had a 


broad range of activities and being 
an LME ring dealing member did not 
fit well with this type of business. 

• The daily reporting of LME stock 
details, started in April for a six- 
month trial, would become a perma- 
nent feature, said Mr King , as it 
“seems to be of benefit to users". 

From October I, separate details 
would be given daily of stocks of 
formerly LME warranted metal held 
in exchange-approved facilities for 
which the warrants had been can- 
celled pending movement of the 
metal, he said, and other changes 
would be made to enhance the trans- 
parency of LME stocks. 


Venezuela 

diamond 

initiative 


By Raymond Cofitt 
in Caracas 

Ram at -Gan, the Israeli 
diamond exchange which is 
one of the largest of its kind 
in the world, is seeking to 
set up a bourse in Venezuela 
to market rough-cut dia- 
monds and help set up a dia- 
mond processing industry. 

Representatives of the 
Israeli exchange have com- 
pleted a feasibility study to 
set up a diamond bourse in 
the south-eastern city of 
Ciudad Bolivar. 

“We are very optimistic 
and have received the full 
support of the Venezuelan 
authorities," said Mr Yosef 
Kemper, who heads the com- 
mittee promoting the Ven- 
ezuelan exchange. It would 
be Latin America’s first dia- 
mond exchange, he added. 

Official diamond output in 
Venezuela Is only about 
300,000 carats a year, but 
mining experts say the 
majority of production Is 
illegal and therefore not reg- 
istered. However, the Cor- 
poraciOn Venezolana de 
Guay ana, the state indus- 
trial and mining body, 
expects to announce a ten- 
der for diamond mining 
licences this year as part of 
its efforts to attract large for- 
eign mining investment. 


COMMODITIES PRICES 


Manila revamps mining regime 


O verseas mining com- 
panies are queueing 
up to start 
operations in the Philip- 
pines, and the government is 
increasingly keen to make 
thum feel welcome. 

Unattractive tax regimes 
and political uncertainty 
dogged the country during 
the 1960s, the mining indus- 
try was closed to foreigners 
until 1995 and overseas 
groups were more recently 
unsettled by the govern- 
ment’s reaction to a serious 
mining accident last year. 

But in the next three 
weeks, Mr Rorado Ramos, 
director of the government's 
min es and geosciences 
bureau (MGB) in Manila, 
expects to finaiim details of 
the fiscal regime to be 
employed for foreign groups 
entering the country. 

The government is now 
negotiating revenue-sharing 
arrangements with mining 
companies and says it is 
looking at a total stake of 
about 50 per cent of net min- 
ing revalues. 

The sector has lain more 
or less dormant for about 
two years, and overseas min- 
ing groups were worried by 
tougher enviro nmental stan- 
dards and fines introduced 
last December in the after- 
math of an accident at the 
Marcopper mine in Marindu- 
que, in which millions of 
cubic metres of tailings 
(waste) leaked into a river. 
But in spite of these wor- 



Bulawan, the Philippines' largest gold mine: 


ries, interest in the mining 
sector is considerable - 

there are 126 mining licence 
applications sitting on Mr 
Ramos* desk, including 
many from foreign groups 
such as Western Mining. 
Newmont, TVT Pacific and 
Chase Minerals, which are 
applying for copper and gold 
or gold-only exploration 
permits. 

In the aftermath of the 
fraud at Canadian mining 
company Bre-X’s Busang 
deposit in Indonesia, the big- 
gest In mining history, 
“major companies may now 
find the Philippines the logi- 
cal place in which to invest 
and we’re saying we'll wel- 
come them." says Mr Ramos. 
“We have a mining law in 
place providing an attractive 
fiscal regime which we think 
is one of the best in the 
world." 


The Philippine archipelago 
is rich in metallic and non- 
metallic mineral deposits. 
“After South Africa, we are 
number two In the world in 
terms of gold endowment 
and number of deposits per 
unit area,” says Mr Rolando 
Pefla, president of the Geo- 
logical Society of the Philip- 
pines. 

One group which is testa- 
ment to the country’s high 
potential is Pbilex Gold, a 
subsidiary of the local Philex 
mining group, which oper- 
ates the Bulawan gold mine 
in the western province of 
Negros Occidental 

In 1996, its first year of 
commercial operations, it 
became the country’s largest 
gold mine with production of 
90,000 ounces, 15 per cent of 
total primary gold recovered. 
This year it is aiming for 
output of 165,000 ounces. 


To prepare for this expan- 
sion, it has increased initial 
leaching ca p ac i ty from 2£00 
tonnes a day, and is forecast- 
ing capacity of 4,000 tonnes a 
day by the third quarter. 

“The most important 
attraction of the Philippines 
is the presence of gold, espe- 
cially in [the southern 
region of] Mindana o," says 
Mr Jose Anievas, vice- 
president of operations at 
Bulawan. 

“Then you have the skills 
of Fffipino miners. We have 
been mining in the country 
since the beginning of the 
century. Finally, unlike 
before, we have a stable gov- 
ernment" 

Events at Bre-X have left 
some question marks hang- 
ing over the Philippines. 
Like many mining compa- 
nies in the region, Bre-X 
employed a team of Filipino 
geologists, whose association 
with the debacle has cast 
doubt on the integrity of the 
local workforce. 

The Bre-X fiasco also dealt 
a blow to small mining com- 
panies, which rely on keep- 
ing their share prices mov- 
ing to raise capital. But Mr 
Ramos argues this loss will 
be compensated for by the 
big mining companies 
queueing up for the chance 
to begin exploring. After a 
long time in the wilderness, 
the Philippines is set for the 
world’s latest gold-rush. 

Justin Marozzi 


Copper 
price at 
highest 
for a year 


MARKETS REPORT 


By Kenneth Gooding 
and Maggie Uiry 

Copper's price jumped to the 
highest level for a year yes- 
terday but coffee went cold. 
Both markets were heavily 
influenced by chart watch- 
ing hM^niifaii traders. 

Copper for delivery In 
three months on the LME 
closed at $W6l a tonne, up 
$47 or nearly 2 per cent 
from Tuesday’s dose, after 
reaching *2.570. Mr William 
Adams, analyst at Rudolf 
Wolff, suggested the next 
tertrataai resistance on the 
charts would be at £2,590. 

The premium for copper 
for immediate delivery com- 
pared with three-month 
metal widened to $102.50 a 
tonne. Analysts said this 
reflected genuine tightness 
of supply. Mr Robin Bhar at 
Braudels (Brokers) said a 
“confluence of supply inter- 
ruptions" had given funda- 
mental suppor t to the price. 
“You might not want to buy 
copper at these prices but 
you certainly don’t want to 
be short," he added. 

Coffee traders continued 
Tuesday’s sell-off, with 
prices on Liffe down $145 to 
$1,680 a tonne for the July 
robusta contract. In New 
York the market opened 
weak, although some short- 
covering stabilised prices 
around midday. 

Traders said the price fell 
through chart support levels 
at 210 cents a pound, down 
from the 217.95 close on 
Tuesday, for July arabica, 
although some buying 
appeared at 207 emits. 

Reports from South Amer- 
ica were mixed, with the 
Brazilian National Coffee 
Council saying stocks held 
by co-operat i ves wore at an 
all-time low, while in Col- 
ombia, the National Coffee 
Growers' Federation said 
May production had risen 
12 per cent to 886,000 
60kg bags. 


COMMODITIES NEWS DIGEST 


Jamaican bauxite 
refiners to merge 

costs and improve efficiency- The companies said ^the 
agreement would be concluded by the end of the yeur. and 
joint mining would begin in January- ... 

Alumina Partners, owned by Kaiser Aluminum of the 
US and Nydro Aluminum of Norway. 
refiner, with annual alumina production of i.45ra tonnes- 
Jamalco is owned by the Aluminum Company of America 
and the Jamaican government, and produces 550.iwu 
tonnes a year. “This will allow the companies and the 
industry to benefit from economies of scale, saifl mt 
P arris Lyew-Ayee. managing director of the Jamaica 

Bauxite Institute. . 

The merger of mining operations is part of a wider 
effort by the government and refiners to cut costs in the 
Jamaican industry. Refiners have previously complamea 
that production costs in Jamaica, the world s third largest 
bauxite producer after Australia and Guinea, are 
comparatively’ high. About $500m is being spent by 
refiners over the next four years to expand capacity and 

cut operating costs. , . _ 

The island's bauxite ore production this year is forecast 
by the Jamaica Bauxite Institute at 12m tonnes, following 
last year’s 11.7m tonnes. Production reached 2.98m tonnes 
in the first quarter of this year, 1.7 per cent more than a 
year earlier. Alumina production was up 2.4 per cent to 
81&391 tonnes. Canute James. Kingston 

Uranium plan challenged 

A bid by Energy Resources of Australia, part of the North 
mining group, to develop a uranium mine in the Northern 
Territory feces a potential legal problem after a claim was 
filed In the Sydney courts yesterday by one of the 
traditional owners of Jabiluka lands. The application by 
Ms Yvonne Margarula, a member of the Mirror 
community, attempts to prevent the authorities giving 
approval to the export of uranium from mining on the 
jabiluka land, and seeks a declaration that the Australian 
Commonwealth is the owner of the uranium and has not 
granted a valid interest to any other party. 

However. ERA. which is not named in the claim itself, 
s aid it believed the grant of a lease on the Jabiluka area 
In 1982 remained valid. It claimed yesterday that other 
traditional owners in the region had indicated support for 
u ranium mining . NBtfe Tait. Sydney 

Progress for steel project 

The ambitious A$1.4bn “Mid-West Iron and Steel" project, 
which is being proposed by Taiwan’s An Feng Steol and 
the Australian Kingstream Resources group, took a 
further step forward yesterday when the partners named 
Epic Energy as the successful bidder for a 15-year 
contract to transport gas from the North-West Shelf to the 
project’s planned steel-manufacturing plant near 
Geraldton, in Western Australia. 

Epic, which is GO per cent-owned by El Paso Energy and 
CNG International of the US, will use an existing pipeline, 
under an agreement with the state-owned Alin ta Gas 
utility, but also underwrite an A$300m (US$229m) 
enhancement of the pipeline system. Nikki Tail 
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LOMXHI METAL EXCHANGE 

(Prices from Amalgamated Metal Trading) 
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8380 


■ NICKEL (S per tonne) 


Close 

7190-200 

7300-10 

Previous 

7180-90 

7290-300 

MqMow 


740Q/7250 

AM Official 

7310-15 

7315-20 

Kerb doae 


7250-60 

Open Ira. 

53.464 


Total tfetfy tunovar 

12.354 


■ TBl (S per tonne) 


Close 

5585-85 

5610-20 

Previous 

5630-40 

5670-75 

WglVtow 


565Q/5590 

AM Official 

5571-72 

5606-06 

Kerb dose 


5600-10 

Open im. 

16.343 


Total daffy turnover 

7342 


■ 53NC, apeoM tdgh qrade CS per tonne) 

Close 

13473-483 

13713-723 

Previous 

1338-39 

1382-63 

HKjMow 

13423 

1373/1366 

AM Official 

1342-423 

1368-683 

Kerb dose 


1368-69 

Open Int 

95305 


Total daffy turnover 

20,020 


■ COPPER, fleade A(S per tonne) 

Close 

2872-75 

2568-67 

Previous 

25865-93 

25083-93 

High/low 

2642 

2570/2530 

AM Official 

2641-42 

2541-413 

Kerb dose 


2559-60 

Open inL 

139367 


Total daly turnover 

66,563 


■ LME AM Offlofad E/S rate 1.8367 


LME Ctoeteg PS rate: 1.6433 


Spat 1 £370 3 nBE 1 £336 fi Mbs 16Z9B 9 ittc UB2G6 


■ HOH QHADE COPPER (COMEX) 



Sett 

0#* 

Open 


prim 

drugs a* in 

IM tat 

Jm 

12135 

+135 12130 12030 

710 1.705 

Jd 

12130 

+1.70 121.00 119.70 

0036 33,665 

fag 

11050 

+130 119.40 11830 

201 2094 

ftp 

118.10 

+1J0 11830 11600 

1353 7,293 

Oct 

115.70 

+130 

11 1,147 

far 

11175 

+1.70 

19 1334 

Total 



12319 59300 


PRECIOUS METALS 


■ LONDON BULLION MARKET 
(Prices supppgd byN M Rothschild) 

GoWflmy ozj * price £ equlv SFr aquiv 

Close 34300-34400 

Opening 34130-34160 

Morning fix 343.70 209.893 492 .888 

Afternoon fix 343.80 211057 431697 

Day's High 34115-34145 

Day's Low 3444044460 

Ptwtoua CK» 34160^344 SQ 

Loco Ldn Moan <3oM Landtag Ratos (Vs us$) 

imortfi 4138 6 months 4.10 

2 montte 4.10 12 months 4.19 

3 ma ri a 4.14 


SQwRx 

p/trey ai- 

us cts equlv. 

Spot 

291 £0 

47700 

3 months 

29530 

48205 

B months 

29935 

488.06 

l year 

30705 

40005 

Ooid Coins 

8 price 

£ squhr. 

Krugerrand 

344-346 

210-211 

Maple Leaf 

- 


New Sovereign 

aO-83 

49-51 


1 


Precious Metals continued 


■ OOLD COMEX (100 Troy azz S/boy oz.) 



Sett 

DqTa 

... 

(«m 


price change Ugh 

taw 

m tat 

Job 

3433 

-0.1 344.1 

3430 

25 450 

tag 

348.0 

-0.1 3463 

3453 

8080 72.168 

Oct 

3485 

-0.1 3493 

3482 

48 7077 

Dac 

381.1 

- 3513 

3903 

331 28045 

Feb 

333.6 

- 353.1 

353.1 

131 9013 

ffpr 

3560 

- 

- 

433 4285 

Total 




30451*1073 

■ PLATINUM NYMEX (50 Troy cej J/troy at) 

•M 

4433 

+40 448.8 

4320 

2058 12098 

Oat 

4183 

+40 4213 

4063 

1087 5034 

Jan 

4093 

+20 4110 

4040 

77 1014 

Apr 

4073 

+20 

- 

2 22 

Total 




4000 2Q DH 

■ PALLADIUM NYMEX (100 Troy at; S/tray azj 

Jm 

21330 

+4.70 21800 20200 

•60 242 

Sfa 

17830 

+4.70 17900 17100 

395 8033 

Dec 

16730 

+1.70 16800 lean 

32 314 

Jm 

16730 

+1.70 

_ 

95 

Trial 




m 7084 

■ SH.VER COMEX (5000 Troy CC 4 Cantertrcy azj 

Jm 

4732 

+0.1 

_ 

21 23 

J« 

4743 

- 477.0 

47Z0 

9A59 49010 

Sta 

479.1 

- 4813 

4783 

833 11004 

Dec 

4866 

- 4883 

4840 

98 8032 

Jm 

4883 

— — 

- 

17 

■ar 

4920 

+0.1 4920 

490.0 

83 8084 


TaM uv«w SUMS 

ENERGY 


■ CRUDE OIL NYMBC [1.000 hamate. S/barreQ 



Uteri Day's 



0pm 


pita* 

change 

■Oh 

Lew 

IM tat 

Jel 

19.12 

+0.45 

19.18 

1837 32030 G6034 

tog 

1908 

+039 

19.42 

18.38 24024 67071 

Sep 

1935 

+035 

1938 

19.14 

8003 38.644 

Oct 

1970 

+632 

1970 

1937 

4071 22039 

Nov 

10.75 

+023 

1978 

10-49 

1375 16022 

Dec 

1904 

+024 

1905 

19.87 

3037 37077 

Total 





78064388008 

■ CRUDE OIL IPE (5/barreQ 



Uteri Day, 



0p« 


pita* change Mgh 

Low 

W tel 

Jri 

1708 

+608 

1708 

1735 11040 36074 

Aq 

18.15 

+638 

18.15 

17.84 16,705 63,771 

Sep 

1800 

+631 

1B30 

1807 

3,413 18041 

Oct 

13.44 

+020 

18.44 

1338 

784 8L917 

fa* 

1834 

+0.15 

183* 

18.44 

220 7.184 

Hoc 

1834 

+015 

1804 

1834 

2,108 11020 

trial 





d/i nio 

■ HEATING OLWKX 142,000 US 


Uteri Days 



Open 


price chengs Mgfa 

Lew 

M M 

JM 

52.43 

+0.W 

1205 

51.40 1M68 38537 

AW 

5320 

+081 

fun 

52.15 

5058 23003 

Sap 

5400 

+071 

5400 

5115 

4004 12.648 

Del 

5490 

+0.71 

5490 

5415 

3031 11098 

fa* 

55.70 

+001 

5575 

55,05 

1072 10,447 

Pec 

5630 

+066 

56.80 

5500 

1077 16038 

Total 





30020138,178 


■ CASOH-P£(yicmq 



fait fey* 

Open 


price dnwge High Low 

vol tat 

Jm 

10225 + 0.75 16225 16 Q. 7 S 

8032 8382 

M 

16178 +100 1 B 40 O 16205 

8078 17063 

tag 

16 S 05 +630 16530 16405 

1,729 9013 

»P 

16730 +630 16730 1662 S 

078 6088 

Dot 

109.75 +600 163.75 108.75 

925 6014 

fa* 

17100 +630 171.75 171.00 

156 2.779 

Total 


20JS2 95094 

■ NATURAL GAS WHEX ( 10,(00 ranfiji; S/noBtBj 



Utut oaf* 



flp* 


price ctienge ngb 

Lew 

VOl M 

Jri 

£105 - 0.017 

£155 

£100 16,717 31,008 


£ 140-0015 

£175 

£130 

7,150 26,175 

»P 

2 . 140-0005 

£185 

£130 

1014 18078 

Oct 

2.150 -6010 

£175 

£140 

1014 20087 

fav 

208 a-aoi 2 o 

£806 

2080 

460 9081 

Dae 

2425 -Q 017 

£445 

£425 

890 12118 

Total 




30081188040 


■ UNLEADED CMSOUNE 


NYMEX (42J00 US pafls^ c/US gate.) 



Uteri 

Daft 




0 pm 


prim donga Hlgti 

Lew 

VOl 

tat 

Jri 

5730 

+100 

57.70 

58 D 0 15083 38,407 

ta 

5700 

+608 

5700 

5535 

7005 18349 

W 

5630 

+ 1.00 

SS 30 

5605 

2329 

6087 

Oct 

5530 

+ 1.10 

5 & 0 Q 

5505 

278 

3,782 

■a* 

55.40 

+ 1.10 

5535 

SS .40 

128 

2027 

Dee 

5505 

+100 

5503 

55.15 

691 

4039 

Tetri 





27,122 78,177 


1 


GRAINS AND OIL SEEDS 

■ WHEAT UFFE (100 tonnes; Cper bonne) 



Salt 

Dfata 



faon 


prim change Mgh 

Um 

vol 

tat 

Jri 

83A5 

-035 83-75 

8305 

43 

1024 

Sop 

8830 

-0.15 

- 

- 

186 

fav 

8000 

-0.15 9135 

9030 

130 

3396 

Jm 

9230 

-0.15 9205 

9230 

49 

1.893 

Hor 

9430 

-0.15 9435 

9430 

40 

830 

Itay 

96.60 

-0.15 96.60 

9630 

17 

489 

Trial 




279 

7009 

■ WHEAT COT (S.OOOtM min; aancs/BOb buriwQ 

Jri . 

38430 

+130 36730 38130 14040 40007 

Sep 

37430 

- 375-00 38900 

7047 21095 

Doc 

385.75 

+130 38630 38130 

3,187 18,150 

■ar 

389.00 

- 38930 38530 

86 

£093 

riff 

37930 

+130 38230 37830 

131 

211 

Jri 

38930 

-130 36930 38830 

43 

711 


Total S033 am 

■ MAIZE C8T RQOO bu rntrn oarta/56b buriwQ 


Jri 

Z7250 

+0.75 27400 27050 3£291 99022 

See 

2SB03 

+005 280.75 25705 

3046 36,772 

Dec 

25530 

- 25730 25430 19068115582 

far 

292.00 

+605 26305 28005 

526 13062 

■ff 

26800 

- 26730 265.00 

56 1382 

Jri 

289.75 

+605 270.75 28805 

102 3.818 

Total 



58087 273086 

■ BARLEY UFFE (100 tom»s;£ per tonne) 

Sap 

8425 

-105 

35 

Ho* 

8705 

-0.75 87.40 87 A0 

9 1,135 

Jm 

8905 

-035 8050 8930 

2 173 

far 

91.00 

-035 

19 

“ff 

9230 

-130 

3 

Trial 



13 1065 

■ SOYABEANS CUT (SDOQto ota; canbtiOB tube!) 

Jri 

83030 +1730 832.00 81130 31328 62065 

tan 

782.00 +12.75 78330 78830 

7041 25004 

tap 

711.75 

+605 71 £50 70530 

1362 9376 

fa* 

673.00 

+630 67330 68730 18002 5£5B4 

Jm 

87475 

+475 67530 67030 

468 7057 

Mor 

67830 

+5-00 67830 67530 

122 1003 

Total 



80,141 1610GB 

■ SOYABEAN OBL C8T (BO.OOOtbs: centa/Tb) 

Jri 

23.17 

+602 2305 2330 

8.020 41.169 

tag 

2306 

+0.18 2335 23.19 

3087 18025 

Sep 

2334 

+0.16 23.70 23.45 

694 9AB2 

Oct 

23.70 

+0.19 2305 2333 

726 11066 

Dm 

2339 

+0.16 23.97 23.7S 

5098 21013 

Jan 

2401 

+0.13 2415 23.95 

25 1323 

Trial 



18087 1OS077 

■ SOYABEAN MEAL COT (100 tons; Stan) 

Jri 

2741 

♦7.4 2743 2643 12059 37,132 

fas 

2549 

+50 255.0 2483 

4904 18378 

S«p 

236.7 

+40 2373 232.0 

3039 12089 

Oct 

223 

+33 2250 2210 

1088 12048 

DR 

2170 

+20 2173 2153 

6303 25.195 

Jm 

2145 

+£7 2143 2120 

298 £588 

Total 



28078112083 

■ POTATOES UFFE {20 tonnes; E per tonne) 

fa* 

m 

— - - 

11 

Hw 

90.0 

_ 

_ 

far 

86.7 

-60 883 853 

175 778 

«ff 

1103 


_ _ 

Jun 

1160 

- - 


Total 



178 787 


■ FBBQHT (BIFFEX) UFFE (SlQ/Vxfex point) 


Jm 

1268 

+5 

1275 

1260 

33 

401 

Jri 

1180 

-5 

1105 

1180 

48 

1X2 

tag 

1180 

- 

1205 

1180 

28 

424 

Oct 

1347 

-a 

1350 

1344 

25 

612 

Jm 

13GS 

+10 

- 

_ 


57 

Total 

Ctow 

Pra* 



134 

£736 

BH 

1257 

1250 






FUTURES DATA 

Aff faunas data applied by CMS. 


Nuts and seeds 
Prices from Kenkko; USS a forma. Iranian 
p te tecti io e 28/30 raw (In shed) naturally 
opened (round): RPPC prices at 4,450 
CFR/FCA. Rmt vrith etow sales. 2W28 odd 
OuL Walnuts: US Jumbo irahefl 2000 CPT 
Bmps duty paid; Turidah hazelnuts stan- 
dard No 1; nervous, pries idea 4.900 CFR 
new crop at 4,250 CFR Turidah and Ira- 
nian eritan m; 1,300 CFR MEP, firm w3h 
tew goods. Iranian industrial apricots: 
1,800 CFR, MEP fan. Indian cashews: 
raw crop 1907 CFR Europe, W320 at 
5.660. W240 at 8,050. US ahnondK crop 
1996 23/26 SSR at 5,900 FAS steady; crop 
1M7 23/35 S&I 4,000 FAS market stable 
in general. No changes after INC contras. 
Coconut CFR 1,100 From tap Fhttppfne 
mffls, Stabte Sri Lanka $50-5100 test 


• 1 / 



SOFTS 

COOQA UFFE (10 tonnee; E/tarmd) 


MEAT AND LIVESTOCK 

■ UVE CATTLE CMEf40J300fcs^Cems/Up) 



Mt 

Wi 


Open 


Salt Bay* 

0pm 


pike change 

Lew W tat 


Price cbmge ffigb lew Yd 

tat 

Jri 

1025 

+12 

1026 

1005 1019 20057 

Jon 

64075 +035 84.800 B305O 2.7B3 

9028 

tap 

1045 

+14 

1046 

1025 1007 25079 

tai 

6302S +00 64000 6145012057 

45.115 

Dac 

1041 

+11 

1042 

1025 473 30083 

Oct 

67075 -0.05 67300 B7025 3.485 

23,122 

far 

1051 

+11 

1050 

1038 £288 31.081 

Doc 

89.900+0.075 89050 69000 1082 

11098 

fay 

1061 

+11 

1060 

1049 364 18040 

tab 

70375 -0.15 70800 70525 695 

6.049 

Jri 

1072 

+11 

1070 

1070 70 5095 

far 

72075 +005 72300 72275 325 

£473 

Total 




6084148072 

Trial 

28,748 


■ COCOA CSCE (10 tonrns; Starmoo) 

■ LEAN HOGS CME (4Q0OOfes; centa/too) 

Jri 

1471 

+36 

1472 

1426 3069 14097 

Jm 

81.600+1.125 81 .675 80700 1 093 

4004 

S*P 

1514 

+37 

1516 

1489 2057 21355 

Jri 

80025+0375 61225 00.750 4274 

10074 

Dac 

1549 

+34 

1549 

1510 788 20011 

tag 

78.700 +015 79225 78050 £003 

9.796 

Mar 

1575 

+30 

1577 

1540 390 22033 

Oct 

71025 +04 71.650 71.150 644 

6.482 

fay 

1595 

+30 

1575 

1557 45 8397 

Doe 

67225 +02 87000 67.150 Mil 

3063 

Jri 

1615 

+30 

- 

- 575 

tab 

65275 -OI 65.750 65200 62 

1^7 

Total 




7067 890*7 

Trial 

9077 

38030 

■ COCOA (ICCO) (SOfTs/tcrme) 

■ PORK BELLIES CME (JO.OOOtb* contsfta) 


Jm 10 

(Mr 


Prim 

. 1127.18 

Pra*. day 

111800 

Jri 

tag 

tab 

81000 -00 82.750 81000 1014 
82 176-0728 R2 HSO R1 7T¥1 09Q 

4.774 

£672 

450 

15 

7018 

■ Cores UFFE (5 tonnes; S/tanne) 

74.425 

72000 

-005 74050 74.000 
-1.1 73000 73000 

73 

1 

2017 

Jri 

tap 

1710 -110 
1740 -110 

1740 1666 3020 14077 
1775 1095 4010 21046 

far 

Total 


1755 -108 1780 1715 1,523 1857 
Jm 1740 -110 1780 1702 592 2X82 


■fa 

Total 


1730 -110 1750 1710 48 543 


1730 -110 


30 

gjm 48,135 


■ COFFEE 'C CSCE (37.500433; cents/lba) 

Jri 207.65 -1030 2240(1 20000 8,126 6,802 

Sap 18010 -065 19980 187.50 5.776 0408 

Dee 171.45 -180 17125 18125 905 4,700 

Mr 157-50 -425 16150 15275 194 2325 

Nay 151.00 -075 18000 15400 14 531 

Jet 14050 -435 17000 18135 1 137 

Total 11020 21941 

■ COFFEE (ICO) (US csnts/pourxfl 

Joa 10 Prat day 

CMp. duly , 


. 15088 


15 day enrage 


.168.92 


■ WHITE SUGAR UFFE (50 tonnes Srtome) 


tag 

3200 

-4.7 

3242 

319.7 3091 14038 

Oct 

314.7 

-£D 

316.5 

3142 

783 

7.714 

Dec 

3132 

-00 

3140 

31 £5 

251 

3067 

■far 

313.1 

-09 

3130 

3123 

283 

£579 

riff 

3123 

-05 

3130 

3120 

101 

732 

tag 

3110 

-03 

3130 

3130 

50 

648 

Total 







■ SUGAR *11’ CSCE (TlSLOOObs; earits/tod 

Jri 

1128 

-Oil 

1107 

112213018 75212 

Oct 

11.15 

-0.10 

1122 

1108 9084 69.(06 

Har 

11.06 

-006 

11.10 

1102 1288 30413 

riff 

1007 

-006 

1100 

1005 

3G8 

6023 

Jri 

1000 

-005 

1083 

1000 

56 

3049 

Oct 

1000 

-005 

1078 

1078 

54 

933 


ToNI 


24022188381 


■ COTTON NYCE ptLPOQiba; oernaribs) 

M 73.84 +1.12 73.70 7230 5085 28.199 

Oct 7055 +1.10 75.70 7480 731 8,842 

Dec 76.15 +1.19 7830 7535 3330 30337 

War 7730 +1.10 7730 7SJS0 787 5344 

May 77.75 + 1.02 77.73 77.10 26 1.155 

M TJX +033 77/40 7735 50 566 

Total 14480 74123 

■ OHANQ6 JUICE NYCfi (1S300BW cgfa/fca) 

Jut 79.00 +230 78.00 7840 1319 18362 

Sap 8130 +2JE 8135 7935 503 9313 

Ho* *83.73 +130 S3.7S 81.80 307 4,146 

Jm 86.15 +1.80 86.15 8430 62 1,739 

MM 88.65 +130 8730 8730 23 1359 

Boy 01.15 +1.15 9050 9035 24 292 

TetM 2338 34137 


VOLUME DATA 

Open Merest and Volume date shown lor 
contracts traded on COMEX, NYMEX. COT, 
rrrCE, CME, CSCE and ire Crude OH are 
one day In arrears. Volume & Open interest 
totals are far all traded months. 


INDICES 

■ Reuters (Base; 1BB/31 ■ 100) 

-Am Tt Jim IQ month ego year ago 
19883 2015.6 10013 2095.1 

■ CTBFuhaw (Bases 1887^100} 

Jun 10 Jim 8 month ago year ago 
24433 24631 

QSCt Spot (Base: 1070 = 100) 


Jun IQ 
16531 


Jan 0 month ago year ago 
186.80 200.02 204.47 


UMC WAREHOUSE 

STOCKS fanned 


AtantMum 

-4.350 

to 

713,725 

Aluminium stay 

-340 

to 

61060 

Copper 

-600 

to 

127025 

Lead 

-600 

10 

116050 

Ndkri 

-100 

to 

51.768 

Zinc 

-350 

to 

420000 

Tin 

+90 

to 

12235 


LONDON TRADED OPTIONS 


172.68 

18731 


Strike price Stoma 

— Crib — 

— Puts — 

■ ALUMINIUM 





(99.796) LME 

Jri 

Oct 

Jri 

Oct 

1575 

40 

76 

10 

32 

1625 

20 

59 

31 

53 

1675- 

6 

38 

87 

81 

■ COPPER 





(Grade A) LME 

Jri 

Oct 

Jri 

Oct 

2400 

162 

99 

7 

85 

wm 

76 

58 

30 

141 

2600 

28 

31 

82 

212 

■ CWfffi UFFE 

Jri 

Sep 

Jri 

Sep 

1800 _ 

38 

173 

136 

233 

1850 _ - — . 

28 

157 

176 

267 

temn 

24 

142 

218 

303 

■ COCOA UFFE 

Jri 

Sap 

Jri 

Sep 

975 — 

51 

88 

1 

IB 

inrm 

28 

73 

3 

28 

IfWfi 

12 

56 

12 

38 

■ BRENT CRUDE 





IPE 

Jri 

Aug 

Jri 

Aufl 

1800 

- 

50 

- 

- 


1900. 


LONDON SPOT MARKETS 

■ CRUDE Ott. FOB (par barrel) +or- 

Dubri SI 737-730 +0.000 

Brant Blend (doled) SI 7.03-7.06 +0.090 

Brant Blend (Jri) SI 7. 73-7.75 +0.000 

W.TJL Sl9.03-9.OSz +0365 

■ OIL PRODUCTS NNEpmopt defimy OF (tonne) 


Premium GasoCne 

S201-203 

+1 

Gas OB 

3164-166 

+1 

Heavy Fuel Oil 

S82-S4 

-1 

Naphtfia 

SI 82-1 84 

+2 

Jri M 

S180-182 

+00 

Diesel 

$169-171 

+2 

■ NATURAL QA9 PenM/merei) 


Barton (JuQ 

iaoo-io.io 


Ptbdmaa Aipa. TeL London 10171} 3S9 3792 

« fJu5 

10.000 

-ao7s 

■ OTHER 



Gold (par troy ozj* 

S344.05 


SOuer (per troy otJA 

478.00c 

-1.00 

HaUrun (per troy ot) 

S458JW 

+6.00 

PaBadkan (per trey az.) 

S21B.B0 

+600 

Copper 

1220 c 


Lead (US prodj 

45.00c 


Tin (Kuala Lunpu) 

1408/ 


Tin (New York) 

26£5 


CaWe phra weight} 

91.40p 

+0.76* 

Sheep (He weighQ 

110.90P 

-8.63* 

Pigs (He wrighQt 

9608p 

■1.04' 

Lon. day sugar fraw) 

S2780O 

-300 

Lon. day su ga (vrte) 

532800 

-4.00 

Barffy (Eng. teed) 

Unq 


Maize (US No3 Ytjgow) 

£109.00 


Wheat (US Dark North) 

Unq 


Rubber (Jri)f 

7250p 


Rubber (Aug)f 

720Op 


Rubber (KLRSS Mol) 

283, S* 

+0.5 

Coconut Off (PbS)§ 

6450y 


Palm Oil [Malay J§ 

535. Ow 


Copra (PnR)§ 

*4ia0y 


Soyabeans (US) 

205.0 

-18.0 

cam Outtockw index 

8005c 

+000 

Wootops (64s Super) 

435p 



r ma4Aa m Mapyeun ant** w JuTfUffUmf 
Undaa HipaL § GIF feaardam. 4 Ufem mama 
Oiangaen mk. tBoad on 2379 ftxjJ of pga a* 



JOTTER PAD 


CROSSWORD 



ACROSS 

1 Hangs up and finishes with 
poor puss for a start (8) 

5 Hostelry licensed (other 
needs ignored) to be open 
to everyone (6) 

9 Could MP agree a change 
in the units of currency? 
( 8 ) 

10 A college man is a hand- 
some youth (6) 

11 Someone leaving the coun- 
try for example about 
motorway rage (8) 

12 Fish wars disrupted Spain 
and Europe primarily (6) 

14 What comes out of a staged 
performance? (10) 

18 Numbers of caste sit it out 
( 10 ) 

22 Meaning to bring the goods 
in(G) • 

23 Caught on the hop, moved 
involuntarily to catch last 
ball (5) 

24 Hope to reach a high point 
( 6 ) 

25 No politician allowed in the 
church whsi it ifi full (8) 

26 Gross price art hysteria has 
taken over partly (8) 

27 Aery for help - Include the 
finest protective material 
(8) 

DOWN 

1 Divided a particle outside 
(6) 

2 Affected by bacteria caught 
on the first of the month 
( 6 ) 


3 The faults at comedy? On 
the contrary (B) 

4 In time, turn initially emer- 
ald green and get worse 
( 10 ) 

6 Moke too little of the part 
that is subject to law (8) 

7 A fall of rock comes to 
earth on the rim (8) 

8 Water tanks back In Jersey 
and Sark (6) 

13 Cautioned about Society for 
Teaching Methods <10) 

15 Guess that I'm in property 
( 8 ) 

IS Get bigger FT on specially 
coated sheets (15) 

17 Chief priest put her choir 
the wrong way round (3) 

19 Threefold peal or bells (6) 

20 The customer left one in a 
hundred (6) 

21 A foreign god's parting 
words (Sj 

Solution 9,398 







* 




's 




*■ 



























































FINANCIAL TIMES THURSDAY JUNE 13 IW 











































































































































































































































3< 


LONDON STOCK EXCHANGE 


Footsie backs off after hitting record high 


MARKET REPORT 


By Steve Thompson, 

UK Stock Market Editor 

An initial burst of enthusiasm, 
which drove the FTSE 100 index 
to a record intra-day high, 
quickly ran out of steam yester- 
day leaving leading stocks lower 
on the session. 

Outside the top 100 stocks, 
however, the market was in good 
shape. Its underlying strength 
was demonstrated by the good 
performance of the FTSE 250. 
which finished the day 9.6 higher 
at 4£Q6.9. 

The smaller stocks also looked 
well bid and the FTSE Small Cap 


index ended 1.7 firmer at 2£8LL 

The market's early strength 
came in the wake of the sharp 
rise in the shares of Energy 
Group, demerged earlier this year 
from Hanson. Energy was 
responding to news of the bid 
approach from Facificorp of the 
US. released after Tuesday's 
close. Dealers said the market 
had also been driven higher by 
widespread talk of another bid. 

The financial sector, heavily 
bought in recent months as the 
demutualisation bandwagon 
began to roll, was seen as the 
most likely to provide a takeover. 

Footsie was driven up to a 
record 4.75Q.3 only minutes after 
the official opening, but subse- 


quently fell away to a session low 
of 4.720.9 in mid-afternoon, before 
steadying and closing 148 lower 
at 4.724A 

Turnover at 6pm was 872m 
shares, respectable by recent 
standards, but dealers insisted 
that overall commission business 
remained in the doldrums. 

The head trader at one big 
European securities house said 
London had obviously got wind 
of the Energy Group bid the pre- 
vious day: That was the driving 
force; now, the market feels 
slightly twitehy. We had hoped 
the bid would have come in the 
banks, which would have set 
light to the market as a whole.-'* 

Other marketmakers also took 


the view that, although the 
Energy Group bid would inject 
more cash into the market, it was 
by no means certain the takeover 
would be waved through by the 
new Labour government. 

Wall Street’s overnight surge 
to a record close on the Dow 
Jones Industrial Average had 
helped London at the start yes- 
terday. However, Wall Street 
lacked impetus yesterday after- 
noon, with an early double-figure 
gain in the Dow almost eradi- 
cated alter London closed. 

The day's economic news, 
showing a smaBer-than^gpected 
ML in unemployment and aver- 
age earnings and unit wage costs 
in line with market forecasts, had 


nW«MBwrtM« 


n fo - ri mal Im part on gfils. which 
finished modestly easier. 

Outside the utilities, which 
made rapid progress on the 
Energy Group story, the stocks 
that caught the eye included Brit- 
ish Aerospace and GEC, which 
made further rapid progress as 
the market continued to warm to 
the idea that events in France 
might drive the two leading UK 
engineering/aerospace groups 
into each other’s arms. 

National Westminster reacted 
predictably to reports that the 
Hank hart indicated that current 
forecasts are too high. Dealers 
also fretted about rumours the 
bank might be forced into an 
rights issue-funded acquisition. 



tndfcM and ratios 

FTSE 100 4724.8 

FTSE 250 4506.9 

FTSE 350 2282.3 

FTSE Afl-StWTB 2237.85 

FTSE Alt-Snare yield 3.48 

Bast performing tacton 

t SacWdty 

2 Sactronte & Satirical — 

3 Retailers; Foods ...» 

4 Tobacco — — 

5 Extractive mde — — 


Equity sknrM haded 

Turnover by ******* t * 11 **? * 


ff 3Q 3028.6 -12 S 

FTSE NOO-FiftS P-'« 18- 90 18.92 

FTSE lOOFut Jun 4740.0 -6,0 

noyrGatyieW *-i6 7 -tr 

Long gflt/equiry yfd ratio 2.06 2.07 

Worst parforminfl sacton 

1 Ue Asaumnco .. — -t-7 

2 Alcoholic Beverages 

3 Engineering: Vehicles 

4 Leisure & Hotels -1.0 

5 Tetecammurtcatfons — -..-0A 


BAe/GEC 


persist 

By Martin Brice 
and Joel Klbazo 

The future of the defence 
industry was on traders' 
minds as GEC shares rose 7 
to 360'itp. in volume of 18m, 
which made it the second 
most heavily traded Footsie 
stock. 

While there have been pos- 
itive brokers* notes, notably 
from Lehman Brothers, on 
the company in recent days, 
sentiment was stirred by 
reports of a visit yesterday 
by analysts to BAe. 

The consolidation of the 
European defence industry 
is expected to include some 
sort of merger between BAe 
and GEC as the newly- 
elected, left wing French 
government is likely to stop 
the sale of Thomson -CSF. 

BAe shares also reacted 
positively, rising 15 Vi to 
£13.65%. Earlier this week 
NatWest Securities said the 
shares had a strategic value 
Of £15.92. 

GEC shares have fallen 
from 412%p in January. Ana- 
lysts said GEC had other 
options to expand its defence 
business: it is said to be 
talking to Lockheed Martin 
of the US on the pooling of 
technology to expand its US 
exposure, and has a memo- 
randum of understanding 
with Alenia Difesa of Italy. 

The positive sentiment 
spread to Cobham, which. 


rose 12'/i to 682Vip r while the 
22% rise to lOOp at Cbemring 
Group was powered by the 
ann ouncement of a new 
chairman, Mr Ken Scobie, 
amid talk of broker 
upgrades. A year ago the 
shares were at 450p. 

Argos weak 

The recent nervousness of 
Investors towards retail 
stocks was highlighted by 
the strong reaction of shares 
in Argos to a downgrade by 
ABN Amro Hoare Govett of 
its profits forecast 

Hoare edged its 1S97 fore- 
cast down £4m to £153m. The 
shares fell 20% to 575p. 

Argos has issued two 
profit warnings within the 
past five months but there 
appears to have been no new 
information from the com- 
pany recently. 

An analyst at another 
house said while some retail 
stocks had performed well 
recently, investors were ner- 
vous about the sector. 

“Now they’re nervous 
before the Budget, but ear- 
lier they were nervous 
before the election,” he said. 

Regulatory concerns took 
the shin e off Energy Group, 
which rose sharply in early 
trading following Tuesday's 
late announcement that the 
group is in takeover talks 
with US utility PacifiCorp- 

At the day’s peak, the 
shares were trading at 665p. 
against take-out expecta- 
tions for the group of around 
696p a share. 

That price emerged after 
the UK coal and electricity 
group's statement the previ- 
ous day indicated any offer 
would be -.at a 20 per cent- 
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premium to Tuesday's clos- 
ing price of 580p. 

Worries about regulations 
for the newly acquired com- 
pany combined with late 
profit-taking saw the shares 
end the day 61 Vi up at 641 V4p, 
the best performer in the 
FTSE 100. 

Mr Marshall Whiting at 
SGST is among those who 
advised clients to “take prof- 
its” In Energy Group on the 
regulatory concerns and he 
fears that “the possible bid 
may not be passed by the 
UK's new Labour govern- 
ment”. 

News of the prospective 
bid helped Scottish Hydro 
Electric, which reports fig- 
ures today. The shares rose 
20V± to 421p, while Southern 

Electricity, the only indepen- 
dent regional electricity dis- 
tributor, advanced 15 to 
43lp. 

British Airways eased to 
72%) after a report that Mr 


Richard Branson, of BA'S 
rival Virgin, had said on US 
television he was confident 
regulatory bodies would pre- 
vent BA's proposed transat- 
lantic alliance. 

He was reported as also 
saying that other airlines 
would consider for ming a 
rival alliance if the deal 
went through. BA has 
suggested it might pull out 
of its planned link with 
American Airlines if US reg- 
ulators had not cleared the 
deal by November. 

Strong results from Fir- 
sfbus on Tuesday powered 
its shares up 6 to 223’Ap, and 
the sentiment spilled into 
Go-Ahead Group, up 3114 to 
457%p, which is due to 
report in September. 

Fears that National West- 
minster is desperate and pre- 
pared to conclude a merger 
deal at any cost hit the 
bank's shares. 

Dealers suggested the cur- 


FT 30 INDEX 

Jun 11 Jun 10 Jon 9 Jun B Jun 5 Yrago Kb** law 

FT 30 3028.6 3039.4 3002a 2983:5 2952 5 2787.8 30394 28685 

OitL dhr. yield 3.63 3.61 164 3® 3.72 3.98 422 3.61 

P/E ratio not 18.31 18.38 1822 18.05 17.85 1022 1828 1520 

P/E ratio nl 18.12 1820 18.04 1727 17.67 1621 1820 15.71 

FT X am cwipMa re M0i 30334 ICMJBOT: low MfflWW BM Out* 1/7/35 

FT 30 hourly changes 

Open >20 IOuOO 1120 1220 1320 1450 1520 IBjOO High Low 
30462 30422 3028-3 3029.1 30332 3030.1 3025.7 30312 30222 30512 30212 


SEAO bargains 50200 52,086 51.410 45.188 i 

Equity turnover (Em)T NA NA NA 

Equity bangairof - NA NA NA 

Shares traded (mQT - NA NA NA 

1Bn*rfng Incnwnartiar and manew ftmawer bu Indudno Craa) turnover. 
O FTSE Inter nn tl md Lknfcad 1997. Al rigHa luoresd. for 1997. 


i London mrtrt data 

Rises and fals* 52 W ee k highs and lours LIFFE Equity options 

Total Haas 769 Total HB^s 133 Total c o ntr act s 53285 

Total Ms 684 Total Lows 67 Calls 25/471 

"Soma 1,637 Puts 27,814 

Jin 11. "Data based on Equity shares ktsd on the London Share Service. 
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rent enmmg^ outlook at the 
group may turn out too opti- 
mistic. Vague talk that 
National Westminster may 
approach Bank of Scotland 
foT a merger also did the 
rounds early in the day 
before being dismissed by 
leading analysts. 

Salomon Brothers was 
said to have trimmed .cur- 
' rent year profits estimates, 
although it still rates the 
shares a “buy”. 

National Westminster 
shares fell 18 to 736p. while 
BoS followed the market 
trend closing 10 off at 394‘Ap. 

Barclays stood out as the 
only speck of blue among 
leading retail banks. The 
shares improved 5 to £12.27 
after NatWest Securities 
upgraded its current and fol- 
lowing year's profits fore- 
cast. 

The broker raised its 1997 
profits estimate by £S0m to 
around £25bn, with the fol- 
lowing year’s forecast raised 
by a similar amount to 
£2.6bn. 

The move was said to 
reflect stable margins in the 
UK business and a faster- 
than-expected recovery at 
BZW, the group's investment 
hart In ng ami 

Lloyds TSB eased 4 to 
642p. A further slide was pre- 
vented by a profits upgrade 
from HSBC James Capel. 
The broker is understood to 
have raised Its 1997 profit 
forecast 5 per cent to £L2bn 
and its 1998 estimate by 5.9 
per cent to £3.6bn. 

Dealers said James Capel 
had raised its 12-month 
share price target on Lloyds 
TSB to 775p from 750p. 

Halifax shares dipped 5V a 
to 756'Ap, although dealers 
pointed out that the shares 
would now respond to any 
institutional support after 
the end of a series of tender 
offers of members' stock. 

In builders' merchants, 
Meyer International rose 16 
to 431p after a set of strong 
results and news of board 
changes. The positive senti- 


ment spilled into Travis Per- r 
kins, which was up 26 to _ 
471%p. — 

Tarmac fell 3 to 127p after 
Goldman Sachs downgraded 
the shares from its recoin- 
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Xuuo mu 
1B4 11831. 


916*2 t*2 

126*} -1 
mu -e>- 


7.900 M -I I. 

iron bib'j -i 

3AM 418 -6*2 

SOB 898>; -4 

1.400 579 -20)} 

1.200 l.TJ «? 

4.800 592*. -2 

1800 296 -2*; 

1.300 MO 4 

12.700 97»'} *4 

3.700 3*3l; Mb 

1.900 173*2 -3 

1AM 1032 *1 

5. MO 319 +b 

5.100 740*. -3 

ur 333*; -t 

1JBO 596b -J 

18.000 478 -41; 

una iso +ib 

4AM 38*1. .10 

6AM 1227 *5 

3200 746*; .5 

1200 431*; *4 

314 27i*J -11} 

1.700 735 ,7b 

47fl 846 t3h 

1AM 1365*2 *15*3 

4JX» 726 -1 

1.300 238 -9b 

6.400 1S6 *2 

2AM 588>; ,1 

1400 153*4 *3*; 

1.100 1015 <7 


478 -41; 
186 +1b 
384b -10 


277*; -lb 
735 ,7b 
646 «3b 


Atria (14) 

AadaMN 

ItefflfloaBtaoi} 


1741 A) -02 174462 292420 
175750 +09 1744.03 259535 
VO30 +01 140633 190027 


Cadbtay SBHwppaaf 1.700 
Condon SAM 

Carinn Comim.t 1.100 

Cantrtcat 19.400 

Coats UlyaRa 2. TOO 

Conan. Uniant 4J0Q 

Compsoa 522 

Oootoon 1200 

CoWMlllda 357 


Copyright. FTSE MamaUml Lkrttod 1987. Al ri^ns reaanwd. RQiaaa ki brackaa show 
numtior olcompanW. Bads US Daaos. Brea VWua: 100020 31/12183. t PnM Latwi pnoas 
ware iMHofeasa tar Na adtisn. 


27 A* 292420 16B7AJ CourtauUa 
19AJ 258135 1729.01 SW' M 
8*31 «nZ7 1335».J 

EMAP 

Badrecampa 
- *o>t 

ant 


1200 236b 

257 340 


340 •*; 

279 *1b 
387b .2*; 


890 1164*, 

438*; 


FTSE Actuaries Share Indices * he UK Series 

Producer; in conjunction '.vi:;- :re Focu.oy anc Institute of Actiuoric- 



Jun 11 

Day's 

digoS 

Jun 10 

Jun 9 

Jin 0 

Year Ov. Net 
ego yMdK cower 

P/E Xda* Total 
ratio yrd Return 

FTSE 100 

47245 

-05 

47395 

4886.7 

46455 

37892 

3® 

254 

17® 87® 201629 

FTSE 250 

45085 

+05 

44975 

4484.1 

44732 

44674 

3.63 

1® 

21.69 78.79 187954 

FTSE 2SD ex IT 

45125 

+02 

45025 

4488.1 

44795 

4511.6 

3.77 

1® 

2046 8076 1888.85 

FTSE 350 

22825 

-02 

22872 

22S52 

2247.0 

1904.6 

351 

1.95 

1828 41® 198854 

FTSE 350 re IT 

22815 

-02 

22875 

2264.6 

22475 

_ 

3® 

156 

1854 9.49 1019.81 

FISE 350 Hgtrer YMd 

22165 

-02 

22205 

21085 

21832 

1833.1 

451 

1® 

15.18 4954 1036.98 

FTSE 350 Lower YWd 

2353.7 

-03 

23595 

23362 

2318.4 

19835 

2.48 

2.17 

23.19 3354 1B7B.18 

FISE SmoOCap 

2281.10 

+0.1 227957 2279>t9 228058 2241.07 

359 

1.73 

23® 3456 1934.45 

FTSE Small Cap ex IT 

2263.02 

+0.1 2261® 2262.11 228W1 224254 

353 

1.81 

2074 36.70 1935.07 

FTSE AX-Share 

2237® 

-02 2242.18 2222.17 220041 189050 

048 

154 

1857 4047 197856 

FISE AKStwra ax IT 

2237.10 

-02 2241® 2221.12 220558 

- 

352 

155 

18.18 922 1017® 

■ FTSE Actuaries Industry Sectors 








Jin 11 

Daya 

digaK 

Jin 10 

Jun9 

Jun 8 

Year Ov. Nat 
ago yWd% cower 

P/E Xd refl. Total 
ratio ytd Retren 


10 MNERAL EXTRACTTONPO) 444&16 

12 Ex&acttvo Industries® 4482.96 

15 09. Intsgratad^ 4579 .46 

376829 


20 

21 

22 

23 

24 




TTT? 


-4X1 4450.39 444&S7 4438A8 3528J37 3u43 
+4X8 4445.64 4382313 4354,41 438a00 3J51 
-4X2 4586A9 4539.13 458528 3581 A9 3A4 
-0l2 377638 37B8A7 3780.07 249(145 154 


1&10 88.75 19SZA8 
14A4 104.80 137030 
17.61 94.47 2105X57 
38.79 37.61 2308.48 




30 CONSUMER QOODS(B4) 

32 AloohoBc Bavarages(7) 

33 Food Producare(25) 

34 HouMhoM Goods(l7) 

36 HoaUti Carefig 

37 Phormacauticaisdq 

38 “ 


40 SS+VrCES{Z71) 

'41 DfetributoreOO) 

42 Leioum & Hotais(31) 

43 M«9a(44) 

44 Retaten, RxxJ(15) 

45 Rotates. Gonerai{53) 

47 Brewertes, Pubs & ResM22) 

48 Support Sonricea(54) 





-4X3 4564.08 4486.35 4448,08 3569 3S 
-153208^73212.18 3201.89 2763A7 
-05 295744 2S1453 2884.75 2475.18 
+05 291750 287855 285050 267252 
+05 2221.48 2182.70 220259 210457 
-05 7402.79 725045 7175.725*50.15 
+05 4597,75 4554.45 


-05 2686.12 287952 266810 256150 
-0.1 27055B 268845 268259 297151 
-15 3488.18 3487.79 3488.19 321059 
-0.4 4351 56 433854 432656 422454 
+1.1 212659 209753 209148 2096.18 
-04 2099.50 2080.63 2068.03 21 12.77 
-a5 310259 319652 3186.68 3217.78 
-05 3101 53 308642 3038.12 244854 
_ = 05288351 2858.65 2845.88 2417.10 


2052 8852 
1557 7658 • 
1852 00.46 
1550 5957 ■ 
2751 3553 1 

29.18 104 jt: 
1158158.73' 






3 a 154 1850 40.00 178751 



* 


item 


5 


344850 +0.1 3 444,81 343851 3414.1 1 3 17IL14 2.17 M3 50.88 3558 1 


It£tul 


FTSE FlsdflSng 
FTSE Ftedgatw ex IT 


“0.1 1285.45 12B358 1281 51 127557 356 0.81 60.68 19.69 1386,79 

JlffiLSg -051294.8 71232.411291.171291.80 3.39 Q.7B 4658 19.14 139759 

1067.3 -0.3 1070.5 10715 10685 - 1.® 055 8Q50T 1.86 978.48 


™ 10873 -°- 3 107aS 10 «-2 - 1.® o® 8050T 1.86 976.48 

■ Hourly moveRMntft 

^2 10JQ 1150 1250 1350 1450 1550 18.10 HWdwUreMre 


ISli US'S 47313 i72i * 4736.5 47215 47595 4720.0 

FT^MO 4S04 - S «06.1 4507.0 46055 4506.8 4508.4 4507.5 4503.9 

2" 2za z5 229 03 22815 2282/4 22845 2282.4 2282.1 2288,9 2280,9 2295.7 wwia 

crral S 79-82 2283,50 220118 2260 .99 228051 2280.81 2200.67 2280® 2280® QB159 227932 

nsewtam, aM7J» eaaes 223M8 zo7U2 SS4IU17 aa7.r as/i, SiS iSw 

sssaaaayg 

” 444 448 ,a, °- 

* anaa ^ Wl " 

T vaiuw are naqanve. re m. — ■ 


120 *b 

895 +14 


esMontredna reuiw bi a atiatilon ^ 

r* a watw iBatitaa ri aati ttmg* f g gO 

* “' ^ FT3E 100 ineftn anHuirel Afl MM rea 

INTHWAT1DMM rawtod. Saurcre Brest, pan o» FT 










































































































32 


FINANCIAL, TIMES THURSDAY JUNE I- 


4 pa don Jane 11 


NEW YORK STOCK EXCHANGE PRICES 


m n s* 

b 1 l» « 1* 


Ofte 

W WH b Com rm. 

UmSmk Hi V E IM m I* Mb *- 

26% IB^BbNMs ZTJffl »% 21* Z3* +1* 

Za%25%B(l&Gtf 1JHS7M B7 27* 26* 28% A 


S2*aA«R 
43®% AMP 
Its* 78%AMfi 
3 t* ji*2*a 

57% 49* SUL 

iA i4«*H«Pr 
20 17%«H H 
317***** 
tt%5A®ELti 


048 L5 24 847 a% 0% 32% A 
144 26 32916 40* 40% 40% <% 
714124 86% 94% 34% +% 
1 JO 16 22 627 33% 32% 33% A 
148 14 2BB434 65* 84% 85% +1 
WO 13 8 41 17* 17% 17* 

WO 24 17 180 18* 16% 18% 

II 116 22% 21* 22% A 
048 14 107417 86% 64% 85% +1% 


id* loaoiMkii tun &7 ii in 10% 10% io% 


7KMGrt|4if 043 85 ' 191 7% 7%. 7% 


B% 9% AQIUHZ 090 12 170 ( 

10% 6% Acne Sect 84 ; 

20 18404 Mi 145 T 

18* V4A0MMQ 34 1W4 VII 

39% 27%6eanH* 080 29 19 7403 


170 9* 9* 9* -% 
84 7% 7 7% A 

145 17* 17* 17% -% 
U4(1|* 18% 18* 

74038% 30* 39* 


2B* 21% Mom 014 22% 22% 22% 

22% 1B%AOBBpr OS 24 I 2Z7U22* 22% 22% 


48% 24%AMlE 


1740 40% 38% 


17% 10% MMIt 9(8 043 02 13 873H7% 19% 


15% 11% Mn lie 
78%81%Moa4 
5% 3% Mb 
48 MAOK** 
74* 48«CDni 
108 73MDB 
51% 37% MM 
32% 19% AGCO 
21% 1B%AGLRN 
46% 32MBM 
80%N%MPlG 
38%22*MtnM 
24% 13%*B«4 
17% 10MMH 
29% 22 Mitt 
Z7% 2 D*MMbM 


24% 18* NMQkBX 042 14 14 127 


IB 480015% 15* 1S% A 
141 14 2011280 73* 72% 78% -1% 
171 4 3% 3% ■% 

060 17 13 1718 lM% 45% 46% +1% 
a 74% 74% 74% A 
040 07 S 52100108% 107% 108% *1 
048 04 18 1398 50% 48% W% -% 
044 01 11 d(32% 82% 32% A 

148 54 14 1057 20* 20% 20* +% 

048 24 323851 44* 44% 44% A 
140 14 221494*81% 80% K* A 
030 04 19 1753 37% 38% 88% -% 
58 858 20 19% 10% 

2.43214 8 79 11% 11% 11% 

73TT087 28% 28% 28% A 
8 441 24% 24% 24% -% 


30% 24MraQo 240 01 11 481 
15* 12% Moca Q 15 

48 38%AM? 143 34 12 178) 


79% 8B%MS*l 
32% ®Afcfr 
10% 10*Pff* 
78%66%MMx 
36* 29* AM* 
10% 4* Mart 


40% 82% Mam 
78% 82% Nn 
31% 24*NaCpA 


24% 14%MnmM 048 14 14 3D 18% 18% 18% +% 

30% 23AMAC 040 07 19 062 27% 27% 27% 

25% 20MCM 040 09 17 860 23% 25% 23% 

37% 30% MHn 044 1.7 188679 87% 86% 38* -% 

38% 30%flBMX 040 14152778 37% 38% 8 A 

70%41%taftrt an 14 11 B2 70% 89% 70 A 

31% 25% JMOP 172 &5 132908 28% 26% 2S% 

28% 21 MOT 044 24 22 1888 26% 29% ® A 

28%iB%MBvnx 04 14 22 1294 28% Z7% X -% 

26% 16 AMI Can 201031 21% 21% 21% -% 

36% 25%Mngnx 042 14 2B 850 32% 31% 32% A 

30% WAftrart 24 11 11 481 28% 26% 28% A 

15* 12%Abna 15 10* 15% 15% -% 

48 38% Ate? 14 34 12 17Bo«% 47% 48% ♦% 

79%88%MS0X 144 14 21 0® (80* 78% 80% *1% 

32% aONtafr 018 05 13 257o32% 32% 32% A 

10% lOMMrx 044 84 ® 10% 10% 10% A 

78% 88% JMu 048 14 154508 76% 74% 74% -% 

36* 29* AM 4 1.10 34 X 1732 33% 32* 32% -% 

10% 4* AbMnt 38 484 8% 6% 8% A 

16% 11%NptraA 016 14 180 17% 17 17% -% 

40% 32% Am 104348 30 37* 88% 4* 

70% 62% Meat 140 14 26787906% 7*% 78% «3% 
31% 24*Abl0pA 26 2588 80* 30% 30* A 

8% SAnGntaCX 042 64 93 8% 6% 8% 

2D% 16%AnMdl 19 109 19% 19% 19% -% 

7% 5% tanU 1431 6% 9% 6% +% 

78% 82 MiC 040 04 9 410 09% 73% 78% +% 

26% 21% MMUi 048 24 16 39 25% 2 25% A 

82 <7%A**rt an 1.1 8 2258 55% 54% 54% -% 

25% 8%MBbMz 042 24 15 138 24% 23% 23% -% 

43% 39%M0WX 240 58 11 1758 40% 40% 40% A 

72% 53% Tttzpr 040 14 17068002% 71% 7|% A 
45% 36%AaGU 1 j40 3.1 16 6185 048 46% 46% A 

5% 5 An Anita I 036 7.0 584 6% 6% 5% 

26 22% An WHY 2.10 62 15 170 9* 25% 25% -% 

28% 23% Am Hart ON 28 14 190 28% 28% 28% -* 

78% 57MH0M 144 2.1 25 7070 77% 70% 77% +1% 

1% ftAnHata 0 * * * 

H2* 108% MMX 040 03 8 728M44* 141% 1431] + 1* 

0% 5* An On toe x 044 74 343 8 5% 5% 

14% BtalMft 040 17 4 148 13* 14% 13% -% 

46* 38%Aoflr 044 14 X 1640 47* 48% 48% -% 

22%18*ABVMr» 145 64 Z» 19 19 19 

24% 19% An Mr OX 65 16 BIS 21% 21% 21% A 

30% 32% Aorta 140 25 fl20B5u40% 89% 39* i% 
0 37*AdSM? M2DB2 49% 48% <9% 

68 85% Ante 228 14 10 32ffl 87% 86* 60% 


24% 19% An Mr 
30% 32% Aar Ra 
91 STHAHMf 
n EG* Anxitt 


57% 46%Anmnlt 148 23 14 67 86* 55% 


24% 10* Ambit OX 14141510 23% 23% 23* A 

91% 79%Am0X 2AQ 11 IB 7365 80* ■% 89% -% 

1411%M*C0Rt 034 24 9 56 04 19% 13% 

29%2l%AnMM 20 485 030 29% X A 

39%31(|AH8lx 1.12 2417 2327 39% 39% 3B% A 

73 5Q*Arttof Z 030 05 31 5890 82% 81% 81* 

29% 21MM0 246448 25% 24% 24% -% 

21 18*AnO*» 090 BX 23 182 18 17* 18 A 

45% 40AOBKX 098 23 1312121 42% fl* 42% A 

18% 12A*ttr 23 4508 17% 17% 17* 

40% 40%AnCp 144 21 X11X 40% 48% 48% 

36* 30%Apattaftp OX 08 1838711 33% 33% 33* -% 

9* 9% A» MK1 F 049 84 26B ifl* 9% 9* 

80% 22% Apttl MS 176822 24% 23% 23* -% 

47%38%AffltaA 012 05 17 115 47 48% 48% -% 
X 17AKM3B UD 14 2423383 21% 20% 20% -1 

50% 4D*AnaCp? 240 00 15 2S 46% 48% 48% -% 

4% 3%Mnco 351074 4 3% 3% 

24 aiuazm 210 oi a a 22% a A 

72% 61%AmW 1J6 24 181382 70% 88% 89% A 

59*0%«mB? • 14 625 58% SB SJ% +* 

8% 3* AIM ftp SB 78 4* 4% 4* | 

26% 21 NttlMx 076 2911 857 26* 98% 28% A 

32% 24% Amo 060 24 92385 31% 30* 3T 

13* 11%«MG0n 032 23 dl13% 11* 13* 

48% 3B% Attbdx 1.10 24 X 5309 46% 46% 48% -% 

28% 23* AM CM x M8 14 IB 88 28% 27* X 

13% 11% AW M F OOB 17 457 12% 12% 12% 

4% 3% Arthur 058104 8 231 3% 3% 3% +% 
53% 33%AlMCpA 0« OB X 8070 52% 51% 52% -* 

«H 30%Anr 152 34 11X740 38% 30% 38% +% 

353% 300MM2 X 240 U 0 845% 345% 345% 

9 0% ABnbSv 8 10 8% 8% 8% ■% 

17% nAHk^r 144 84 14 » 18% 18% 18% *% 

1E0%12t*MMx &70 44 134081 146 M4 144 -* 

a umm 588 i % ,v +jv 

28%a%A8nB4x 140 44 X 212 28% 25 25% *% 

8% 8*M*MFd 013 14 286 S* 9% 9* ♦% 

48%X%«Mbx 048 14 » 29E 48% 48% 48% -% 

27% T9%AUBX IB 7838 Z* .71 22% -% 

2 *AHW 0X185 203 1% 1% 1% +% 

Z% 15% Annai 18 2282 28% 28% 26% 

16 5%«M* 40 064 18* 15% IS* 

64% 55% M4x 080 14 141439 B2% 81% 52% -% 
87* 50% Amoflr 1X 14X8861089* 67* 68 +1% 

12 9%A)diQip 050 45 tit 02% 11* 11* 

14% 6% AM 158700 7% 8* 7% ♦% 


8% 3* Ann ftp 
28% 21AMMX 


13* 11*«MBn 
48% 3B% Attbdx 


27% U%AUBX 
2 % Am 
27% 18% Anna 
18 5HM4 


84* 55%MMx 
87* 80%Mnr 


14% 6% AM 


42% SSBBSICp IX 24 18 0*2% «% 42% +% 

28% 22 BCE X X 03 28% Z7* X ■% 

8% 8%B*»x OX 25 9 82 8% 6 B -% 

18% 18*9lttrFW 057 24 111 18* 18* 18* -% 

*1% 32%8M14 048 14 BI11E0 38% 37% 87% -% 

29% 31% BttkrBax 048 1.7 Zi IK 28% X X 

30% 23%MCpx 080 24 741 030% 2Sij 30% A 

21% 17* BSflH 005 03 X 380 18* 19% 18* >% 

X 21* BtfflEx 140 02 12 1827 X% 25* X *% 

48%39%ftKftHX 152 34 1311155 44% <3% 44+% 
n%K%ManV IX 2.1 X 0907* 77% 77* +1* 
T7* 12% KK 030 14 64 17 18* 16% 18* +% 

18% UBGPADR 034 14 15 773X19% IB 19 •% 


0% 17* BMW 
X 24* M&Ex 
48% 39%BncOnx 
18% 82% Btacm V 

17* 12%BCH 
18% 13BCPADR 


51* «BM>9 
!2B%K%brtAn 


034 14 15 77300% 


44% 32%ftpMflf 046 21 17 
18% 13*BniA0(lx OX 05 
SQ% <7% MM& A 125 06 
96% OD* BffMnB OX 05 
78% 81* Btta 244 17 17 

87 rawnoxx os as 

47* «5%BHoaAt 104 OB 
98% 74B0TB 4X 44 12 
M 83* Bdm 112 17 IS 


TX 24 14 « 50% 49% 50% +* 
144 14 IS 8018027% 125% 127 +1% 
OX 21 176405 U45 44% 44* +% 

OX 05 842 18* 15% 18* +% 

125 06 11 48% 49% «8% 

OX 6J 5 U95% 98% 93% 

104 17 17 SOX 75 76 75* +% 

OS 05 0 85% 85% 85% 

104 OB 2 48% 40% 40% 

AOO 44 12 27n 87* 88* 87% +% 

212 27 IS 10 79* 79* 79* 


83% 28%BkO(CIQ OX 21 X 1127 a% 32% 32* -% 

29% ion Bam ftp t on 25 u 457 20 * zb% 2 s% 

51* SBUftl IX 11 177306 52% 51* 52% +% 

29% 21% MX * 014 04 445148 X »% 34* +% 

12% B%nm«« 1« 100 12% 12 12% +% 

7% 5%B0H 046 M 6078 8% 8% 6* -4% 

«S%a%BMtt* IX 24 37 on 43% 43 43% -% 


1-13 21 a 3503 X4% S3* S*% ♦% 



29% 16%BBN 71 X X* X* ^ 

20% l9%Bdllr1838 IX 74 16 19* 19% 18* +% 

8% 7%BEAbcf > U2 84 38t 08% 8% gs 

9% BBHSn*s 041 04 17 u8% 8% 8% +% 

35% XBaS On 1J 8 5714 35% 34* 35% +% 

36% X%BH0H OX 14 15 44 35* 35% 35% 

47% 37a*da®nn 050 15 17 775147% 47 47% +* 

51% C*BKX)1 OX 14 21 4402 50% 43% 5tf% *2% 

0% T6%ftM*B9 IX 56 16 400 18% 18% 18% +% 

73*5B*MM 2X44 18 80880412 78% 74+% 

24 15* Mil 10 847 18% 19 19% +% 

47% 38%B01 1.44 12 17 8930 45* 44* 4S% ♦% 

40% 33% flab A« 044 1.1 181234 40% 30* 38* A 

43% 33% BOM OX 14 22 717 41% 40% 41% +* 

87S*BMfA3P 4X 57 9 64% 64% 64% 

78* 59%Mi 2X 10 1315n 68* 68% 88% -% 

28% 22* BMknAx 038 1 A 17 X 28% 27% 26% A 

% abhbxb ys 0 & Oft i -it 

0 22S«gft 048 14 18 977 30^2 a* » % 
4700033000 MM 30730048800 47005 +105 

1573 lOttBottS 65058B 1502 1558 -1 

IB* 13* BmyPtt* H40 27 17 140 15% 14* 15 

14% 7%8atfB« 129 12% 12 12% 

27% 25% 301 SI 2 7 ISO 23 12 Z7 29% 27+% 

53% 4S%BoMnKx 5X U 10 82% 0* 52% 

10% 7%B0tt 5407 10% 8* 9* 

57 54* Btzfim IX 13 0 616 68% 85% 85% +1 
16% 12%.BnM X 2782 15% 14* 16 +% 


0% l6*ftM*09 
73*5B%B0M 
24 l5%B0b 
47%36%B8B>I 
4tf*33%BabAi 
43% 33% BOb 


40 25%fi8ADRx 47 35* 3^2 35% 

2217%flbSoiWX OX 04 12 S 20* 20% 20% 


ATHENAEUM 

INTER-CONTINENTAL 

ATHENS 

When yoo flay w ifl os 

in ATHENS 

stay in touch - 


26%22%B0tttCtt 1X6813 40 


27% 17800? 
9* 42% 00)94 
16* :O%ftH0tt 
77% 53%ft«4n 
125% 94* ft Ml 
74 84* BP* 


15 BP PiuScs 220134 10 3S 18% 16% 18% 


27% 0*BSM 
79 88% BT 
33% 28%8M|aU 
18* l4%Bno0px 


15% 12 an*a 

52* 42%BafbA* 
52* 42%BiMi 
34% 26*Bfbr 
7* 8% BUT 
31% 23% tall 


IX 08 63GX 25% X 25% +% 
741 95 14 2485 X% 77% 77% -1% 
1.48 11 11 863 X* 27* 28* +* 
IX IS IS IX 18 17% 18 

, 17 110 14% 13% 14% +% 
IX 11 X 14 50% 49* 50% +* 
IX 21 X 0 50% 50% 50% +% 
OX 11 2340 33% 32% X* -% 

■ 12 51 7% 7% 7% +* 
050 VS 15 2543 30% 30% 30% +% 


22% 16%ftUhW0 044 241 13 184 22% 


34* 25* BuaqaGri 


13 494U302 34* 35* 


44* 4O%6m0R SX 09 10 30 431] 43* 43% 


-% 18* 12% OBI Coe 

-* 89% 70%BMIX 

+% 54% 40% Baft I 


13 1534 19% 18* 19 

12D 14 15 5X2 84* 83% 84% +1% 
OX 14 17 STO 45% 44% 44* +% 


16% 11*ftimnPB IX 7.5 21 IS 13% 13% 


18 20 30% 


34% 31% CMS Hi IX 16 14 1782 33* 33* 33* -% 
114* 96% DM Fn 9 <70103% 101% ID -1% 

87* 75% CPC 1X 20208089 84 &* 83 -% 

10% 15% CBCop OX 10 18 204 18* 18% 18% >% 

5<% 41% CSX* IX 20 13 5351 52* 52 52%+* 
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AMEX PRICES 


4padnscJux1l 


n Sta 

Stack Oh E 100« 

tataltagn (5 

Ahngd 6 17 

m he 3 45 

WaM 146 

AnlsrPk 464 B zO 
MH 1344 

AnCadf 281 

AnpaMnA 78 

ASA tare UO G 11 
AsBOUdl 12 1® 
MUdhA 1H26 

AufaTdMA XI 

ArtnPBR 3? 

BSHfeau 13 110 
RdBaMrxQXIG 41 
BM4TAX 145 

BATadrfx 0® 12 652i 
Brad X 

mrairai a« 151 

BhAdA 12 554 
Brains 3X15 242 
Brans* OX 8 282 
Susan A 16430 O 


High LraCtm Chn| 

13% 12% 13% b 
6b Bb 8b -A 
% % « 

7b 7% 7% b 

45,'. 45ic 

10,‘a 0b 10 +% 

14b 14 14ft +ft 

5b 5% 5b +% 
22% 22% 22% ■% 
5 1 : Sft 5% b 
7% 6% 7b b 
1 % ril 1 ft +A 
2 tf 1 % 1 % -% 

3,** 3ft 3ft -% 
23b X 23b 
3ft 2K 3 
119% IB IB +A 
4b 4}J 4b b 
fW% 44 44% b 
26,^25*2 25% -b 

2 % SH 2 % *ft 

33% 32% 32% -b 

25% 25% 25% -% 


Canirei 020 15 63 39*2 38% 38% -% 

CrMCaAf 061 52 4ft 4% Aft 

CDRfanf x SO 24 28ft Xb ZBft +,’* 

CmpTCh 43 9b 9 W -ft 


i Stack Ota. E Hoi Hah laarChcaCbaa 
COnmtnc 6 1b 1% 1% 

Cored fW 15 38 6% 6% 8% -b 

CnaaAT A 064 32 3® 11% 11% 11% 

Cream C A 13 71U15% 14S 15% b 

Crown CB 13 316el5% Hfi 15% b 

Cable 038 16 131 a 24% 24b b 

Cjter 6® lift 10i} T1% tft 

Utah 12D77 u3% 3% b 

Etah Co* 046 21 3 13% 13% 13% 

Echo Bar 3612 6% 6ft 6% -ift 

EertEoA 032 ® 1® 8 7b 6 «ft 

Bfafa® 18 SlflolOb 10 10% b 
Btfd 260 1®u91% 81% 91% 

FUhdax 070 X 7 31% 31 31 ■% 

find Ax 3X13 41 64b -64b 84b b 
Forest La I072tr44% 44% 44b b 

FnCMKT OX 15 674 14ft 13% 14ft tft 

Brae DM 11 34 20% 20 20 -% 

gdcheOG 334 40% 39% ® +41 

SantFdA 078 X 1141 33% 82% 33% b 

osar ore 12 304 it% 17ft 17% +ft 

ftUUM 17 A ft ft 


H 8ta ft SI* 

Stack Dh E «ta HP InrCtaBaCMg Back Oh E IHk Bgb LraCkaaObai 
Kuhn 032 187C3 X 27% X HYTtaA* 064 23 3546048% 46 48% b 

HtAu a a a a m a 45 15% «% 15% -% 

Hekg 010 23 5 a 22 22 b »0M*6 721994 7% 7 7% b 

HnsM 77 1S7 173 17% 17b b W"l 3«7%7%7%b 

HrmtanA TO 164 6% 6% 6*2 b * ’■» « « M% ««% b 

fartreacpx OK 14 172 13 12% 12% b WMBwl TO 23 «23 X 

hi Cara 5® Bft 8ft 6ft +ft 

I htemnxp 46 161 13ft 13% 13ft ift sJWCorp 2X 12 7 52b 52% 52b 

IW 51® lift TOU lift b 

TBbPMtaxa2D 13 46 TOA 9% 10ft 4ft 

I JboBcS 79 133 2ft 2% 2% -% TtfSQabx 042 64 30 ^2 39% 3B% +ft 

•ns cap TOR 1% 1ft 1% Theresas 15 587 17ft 16U lets -ft 

XMCp X 3 S% 3% 3% -% Tparaera 24 SI 34ft 34% 34% ft 

Kra&J 0® a 210 17% 17% 17H ft roffw 0X147 364 10% 10ft 10ft ft 

Traeoa; o 14 % % % 

Mritaga 006 28 m Bft B% 6ft ft T(ri«18s 1771 1ft T7b 17% 

l®Ch® X 2 83% 53% 83% -% 

UafooriaA ® 2 2% 2% 2% 

iSl'-SS-iSTSli “ 

ntoneai 3172 12% lib lift ft 

IMjJ 6 9b 9% 9b UnuA 1B7T26B 33% 38% 3^2 4ft 

Itaaa A 16 42 26b 28% 2tb b Vtacaril 1875823 33b 33 33% b 

MSRExpl 158 1 3 3 ft HKTX 1.12 X TO 13ft 13ft 13ft 4ft 


1842 % H H * KAffler 5 Tib 7ft 7% 7ft ft ' wora 


75 1ft 1ft 1ft ft 
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n a, 

Bta ( «0» P® 1M IMP* 


- A- 

ACCGdip 722770 8 24 24b +1% 
ACEHnE T20T Aft 4% 4% 

AcdnCP 36 1412 18% i7% 18% b 
Aitapffleb 96BG45D 34 30% 33a+b 
ADCU 46B6® 32% 313 32% ft 
MeooK»A37 40 zO 45b 45% 45% 
ARMS 020 188194 42% 41 Alb b 
Art Look 11 891 1ft 11% 11% -% 

MtPafca 347 8% 7% 8% b 

AdrtOL® 286 41% 40% 41 b 
AdreoA* 044 1250B5 31% 29% 3Tft -% 
AMSx 0X114222 30 27% 29% -% 

AhEqr 024 IS 511 36% 96% 36% 
AftzoAOR 1X12 610 ® 87% 67b b 

AhfiU 068151115 27% 27% 27*2 b 
AfiCon 064 14 TO 18ft 18ft 18ft ft 
Ain Oq 0X14 TO 39% 39% 30% 
AUbhb 1631 TD% 9% 10% b 

AtaCxi IX 19 112 21% 20b 21% 4% 

Aid Cop ire 13 KE 16% 15% 18% 

North C 7 5 3 3 3 

AJtaGoU 3D 287 gj 2ft 2fl ft 

Atanf 38861® 47% 45 47% ft 
ABCHn4x0mi2 732050% 9 59% b 
AmCNtagr 6 TO 11 11 11 

An lianas 71 1478 25% 25 25% -% 

AbSMM 821943 9ft 7% 0% ft 

AmFrtiy, 54 2410815% 15% 15% 

AnBtAx OR 16 29121 *0% 35% 36 b 

An*IP 2B41 % * J3 ft 

AraWH* 2® 9 ®uee% ®8B%+1% 
AraPwOA 2009(9 22% 21 21ft -H 

Aaranhe 2423577 63 62 62ft ft 

Ararat* 1069 5% 4% 5% b 
Aertogh 02021 84 34% 33% 38% 
Aorta* 0® 34 318 36% 35% 35% 
AraegrtAm 300 10 12 8% 9% 9% 

And rat* 21 9576 26% B 25% b 

ApognEo 018 191118 18% 18% 18% 
AplMt 2499992 62% 57 ft 61% *1% 
AflpfaC BO® 1ft 16% Tft ft 

Apptatan 0*19 3392 25% 24% 25% b 
AltoDrx 02124 1® 10% 19b 1077 
AKCM 024 13 2® 11% 10% 10% b 
Agored IX ® TO 28% 26% 
ArttrtN 1567 8% 7% Bft ft 

Amrtdta 044 16 2® 17% 1717% b 
ATM 884 2ft ft 2% 

Amndom 411308 4ft 36% 41ft ft 
AgpMTd a 40® 21% 20b 21 -% 
ASTRsrch 11® 5ft 5% 5ft ft 
Aram 2X15 5 6b 6b 6b b 

Atata 132506B 26% 25% 2B% b 

AraSje ^39 1% IS 1H 
UUk 024~ofe8 38% 35% 35% b 
Aitakta IX 1% W 1% ft 

AMHdrti UJpll 20% 19b TOb b 


BEIBz OXR ® 11 10% 10% b 

BrterJ 0X 318 8% 7b lb 

BkhraB 040 TO » 10% 17b 18% b 

BrtytF 207 8% ft 0% ft 

Brake 14 472 20% 25% 25% -% 
BadmCp OX 12 2® 25% 25% 25% b 
EUnrfi 1.10 12 7 43% 43% 43% b 
BtafaBn 04017 EGDuZBb 27% 2&b b 
tafcM 15 8 39% 30% 30% 

BtaMF HOD 21 «8 23% 2B% 28% b 

Bay Mm 032 20 TO X X 29b b 

BEAm X2034 B% 2b 25% +% 
BrartCn 042 10 481 9% 9% b 

BmUany 67 257 14 13% 13% b 

BarMgWRxOX 121275X0% 55 56% b 
BHAftp 012 17 1Mu2D% 19% 20% b 
I Bte 24 X 8% 0% 6% b 
Bogm 3828025 31% 30% 31% 

1 Band 040 205007 10 17% 10% -rift 
Block C(g 1X115 358 47% 48 48% b 
BMC Soft* 331007 52 50% 51% +% 
Bab Em 032 18(543 Bl 5% 15% 15% b 
Boah&B 32 152 22% 21% 22% b 
Bartand 720 7% 7 7ft -ft 

Barton Tt 58 TOU29% 2B% 29% 
BradyWA 052 » 1« 28% 28% 28% b 
BRCHH® 41 36% 35b X +% 

BS80HPX1X13 11 e38 34b 35% b 
Brtha 10R 8% 8 8% ft 

MW 4 2ft ft ft -A 

Bunr Bran 292X2 31 29 29% -1% 
BataM* Off 11 TO 3B% 3E% 30% b 


CTec ® 174*1% 30% 31% b 

CadraTOamOX 17 460 15% 14% 15% b 
Caere Cp 2U0 0% 7% 7% b 
Ciripia TO TU 74{ 

Cal Hero 508 M% 13b 13b -ft 

Qrtdrta 15 1R 8% 5b 5% -% 

cartel 20 82B ft 4H 49 

Cram he 040 35 188a133%l32%132% b 
CerttnCm OB7 2V IB 43% 43% 48% b 
CwcedeCrt 8B5B7 29% 27 X ft 
CareyS 0.10 21 SS2 21% 21% 21% 

C*pne 1329 7% 8% 7 b 

CEHCp 19 38 9 8% 9 b 

Crtriera 3(27562 34% X 3b b 
CHBkx 096 18123*1% TO A 31% b 
0*1 Spr 18 ID X X 20% b 

Ctandkr X 4% 4% 4% b 

Chaplefl IX 1717B0 49% 40% 43% b 
OmnSh 1979 5ft 5ft 5ft ft 

CbochDrtn 7® 1ft lift 1% ft 
areata 17 TO 18 IB 18 

ENfcRSTa 7 IBM 10% 1010% ft 
outran I* S8682B 19% 18% 1b b 
Qnfax IX 18 224 79% 7B% 78% ft 
Ortat* 030 34 267 63% 62% 08% ft 
CM OX 19 479 27b 27% 27% -% 
Orem 144 291 13% 12% 13 b 
Ckudj* 7070 11% 1b lift ft 

ChcoSys amra t&a «2% 63ft .ft 
Chre HU 262 1ft 1ft i% ft 

CacaCrt* IX X 70 47% 46b <7 b 

GadaAhrai TO 1% 1% 1% 

QvraC* 43 2423 2b 25% 25% b 

Dugan 371243 32% 31% 32% b 

CUm* 19 348 «b 41 41% -1 

OMgan 020 a » 17% 1b W% b 
CDHBnx 131 10 144 21% 2b 21 b | 
Curak 021153084 X 2b 2b ft' 
CmcrtAx OX TI7B2 22% 2lb 2tH b 
CrartA^xDX asm 22ft 21 il 21% b 
CoraftdHTOX 14 664 46% 44% 45% +1 , 
Danone 182 94% 34ft 34ft 

Cangalrtbe TO 2% 2% 2% 

Cmpmerat 14® Ii 10% 10% b 
Canture BD2 13% 13 1b b 

Qnrtkm 171 4% 3% 4 

Cewra 7 273 15% 14% 18 

CocxiAr 050191854 2b Z7% 27% -% 
Copytah 10® « 5ft 5ii ft 

CUUBBkrti 030 10 256 30 X 29% b 

Cart® 2916205 3b 33% 34ft ft 

CewhyCp 81496(1116% 1$% If 4$ 

Cncfcar 8x0X244740 X 26% 20% b 
CreefTech 10140® 15% 18% 15% 
OnreRM 45 6% 05 

Cue 39 2»*17% 18% ib% -% 

CIMPI 385 6% 0% b b 

Cj* 12517 22% 2ft 2T% ft 

WP 2M9 5*2 ft 5% b 


-D- 

DSCQn -XM-Xft 23% 23% b 
0*1 Dot X 013 6102%1D1%102% +% 

Mdn I® 38 3ft 3% -ft 

Ortsape 7 T 2 n 21% 20% 21 b 

OktaUp 120 IS 1544 44% 44% 44% 
DTOSiepi 020 73 4% 4ft 4% 

DdaftfexOa M 170 73% 72 73 +% 
OrtcMHIfa 044 35 271 28% 27b 20% b 
DaCnp 3055406 ni10bl09% -% 
BWPhr 037 192032 8b 49% 5b b 
Danat a 5% b 5ft ft 

DM Tact 08 X W& 18 16% b 

0*1*0 724 11% 10% 10% b 

OgHcre 40 3073 20*2 20ft 27% -1% 
ngs&uu 342 1ft 1ft 1% 
D*%rt 15 TO 14% 14% 14% ft 

orancp a 164 sb 52% 52% -i% 

Odette 581 b 8 b b 


tack • h E W 10 Ire ladta, 
Dora Dii 020 322633 35% 34% Sb b 
DORhHB 07210 55 13% 13% 13% 
DrecoEnsy 331340 51b 51 51% b 
DrenSam 152780 T7ft 17% 17% ft 
they 60 02408 77o4b38%3b b 
DogEnpO 531518 4fl 4% <3 b 
Qutare 05615 269 X 77% 2fl b 
Dreta*} 31 TO 38% 3b 30% *1% 


-E- 

1B 442 Bft b 
122 14% 14% 
UO 173275 24*2 33% i 
128 4% 4% 
101529 S&% 3b 
iz7 ie a a 59% 

349394 33% 32% 

1 3% 3% 
THE 1B4 W% 18% ' 
620 2& 2ft 
131 3 2% 

2 1 ® 1 ft 1 A 
028 4023833 u3b 37% < 
IX Bft Bft 
a SB 29% 28% : 
451875 13ft 12% 
378 4» 4% 
71 11% 11% ‘ 
DOB 263278 20% 27% I 
17 74 ft b 


FttrtrA 

FHFtflX 

Rritarelx 

MUX 


- F - 

83 40 5% 
141046 16% 

ox a ii® 4b 

118 2414® 01% 
45881013% 
7E8 15 
0X194691*39% 
OX 162B09u2B% 
1X171561 46% 
1.16 X 219 46% 
2911753 M2 
182 1128 ID 
ID 38 7% 
0.13 152784 6% 

an win sy 

359(321 15ft 
11 385 X 
OX® 670 2b 
IX nil® 35% 
are to 75t an 

082 17 1963426% 


Garnet ill 

6taq2000 

GeK Co 

GeniBtadx 

0*4y* 

Geratfh 

Gntaaf 

Cfaeoetac 

GereyinDk 

GeokkCn 

GtanGt 

GhaanpLa 

GWiBkre 

bur 

BoodDqa 

DadcoSys 


- G - 

- 47S b 5% 
007 a 281 34% 33% 

■ w 41 sfi 
at a a 

21 TO 74% 74% 
TO 1408(51 6% 15% 
044 18 05 30% 29% 
11 214 12% 12 
1033 4H 4% 
® 674 19% W% 
852 5% 5% 
6268 23% 22% 
6066 4ft 4 
15 301 21% 21% 
012 34® 1b *0% 

256 70 5% 5 

7B4 1b 11% 

® Bfc b 

0X13 839 u5% 4% 
(UB 13 TO 20b 20% 
C.16 17 31 u10% S% 

to a a 
. « 0 6 
a® 23 S62u20% 19% 
191752 24% 23% 


b 

34b ft 

ffi ft 
S ft 

74b 

ib b 
® b 
ift ft 

4fl ft 
ib 


4 ft 

21 % 


12 

b 

5% b 

zb b 
9U -ft 
ft 
0 

2b b 

M% ft 


-H- 

84 TO b 
0X13 706 a® 
OX 40 8236 67% 
22 B350uS2% 

13 ii n% 

361843 15% 
14W 1% 
10 4B 1b 
TO ® X7 
8X 132485 20% 
241TQ4 2b 
0X21 IK 5b 
0® X 442 15% 
0® 1530® 2b 
6 84 5% 
1237® 2b 
431 b 
23 ft 


b b 
37% 37% -% 
05% 65% ft 
51% 51% b 

12 12 b 

1515% b 

1% 1ft ft 
b io b 
2b zb b 
20% 2b -ft 
Z7 27% ft 
49% 9 b 
151b b 
26% 28% b 
5% 5% 

2b 24% -% 

6% 8 b 

2 2 ft 


ffH5y« 

BS faM 

husrar 

bmungen 

HRre 

Ubv 


fata a® 

MfgrtEi 

Tatar Tei 

UerfoaA 026 


HDtayOA 
kaocara OK 
BdAkadO IX 


-I- 

15 X 1b 16% ib b 

a i% i% i% ft 

48 312 1b b lb 
5293 1% 1ft 1% b 
513 lb 14% W% b 
M19B14 ft b « ft 
13 IX lb 14% 15 b 
99842 12ft .10. ID -2ft 
37 GT4 lb 11% 11% -ft 

to A ft A 

2110BB147%14bl47% +2ft 
X13 ft 3% 3ft 
X a® lb 17% 17% b 
17 «B 23% 22% 22% -% 
1021 7% 7% 7% 

MO 1ft 1% 1% 

2835 9% 8% S b 
132297 10% b lb b 
IS «D24% M 24 % 
161410 2b 21% 22% b 
33 33 243MS%aa% +1% 


- 4 - 

JUSOMk 24 204 lb w% 14% -% 

JBWlfaC 15 40 0% 6% b b 

Jrtamlt 3® 13 U% U% b 

Jones fat 672 nib 12% 13 

tanlM WO »!B\flu44% <3% X b 
■BBRo 140 T7 B2 u4S4b 45 

JDD0I4X 032 14 52B lb lb lb b 

Jtah 018 14 3B3 12% 11% 12% 


-K- 

x smb mm aesoib isft 13% ft 

fcnanCp OM25 £M4% 14 14% ft 
MyBrx 004 M 251 2b 27% 28 b 

KfattM IX M 5® 3b 38 3b ft 

KA-Tn 23382® 44% 40% 44% +1% 

MA 99 % ft % ft 

Itareft 15H3B0 20% «% a% ft 

KtCCUB 24200 2BU 24% 2b -1 


ixme 

LtaWFura 

Ureta 

unaatarii 

LtaKcl 

LnX» 

UserM 

Leancpa 

LrtdctS 

lartonR 

LKkNB 

Ufa Tech 

uuw 

Utinaiut 

UHMTec 


m. r in ip 1* ire a« I m 


-L- 

022 9 68 17% 17% 17% b 
® 136 lb 12% 13% b 
1272230 33 31ft 31% b 
072 161077 4b 47 X 
00021 376 lb 18% lb b 
182 6ft 5% 8JK -X 
12 404 14% 14ft M% ft 
27(227 8% 6 b +% 

207278 5b »% * T H 
05214 62u2S% »% 25% 

X 454 4% 4ft 4ft b 
016 22 9492b 2B 28% 

2E 53 10*2 18% « b 
014 18 (70 35% 34% 343 ft 
020 201 4735 40% 46ft 48ft +3 
05Z 13 48 3b 3b 3b b 
1310142 22% 21% 22% +% 
17 TO B25 a a 
3456 5JJ S}i 5ii ft 
064 X TOB 51 ®% 51 +% 


UaQBI 0X29(017141% 40 40% -{J 

■seers 17 179 2b lb 2b b 
MKMx 0® 8 X 14fi 1ft 14& ft 

Itadge 72511 BH 5% 6ft ft 

I MSB Bo 381414 25% 34% B -% 

Dream Cp HO 12% 11% 11% 

UaMDr 3111818 ® W% IB ft 

JtaUlCp 18 TO 122 122 122 
ItartAiMOM TO 14 M M 


TO HO lb «% 
1® 15 ZX 61% 01% 
3® 1ft 1ft 
38994 22% 21 

X TO zb 2b 

1370 6% 6 

121 TO (452 67% 87% 
Ol® 162806 20% 10% 
012 10 5% 5% 

0X1401296 23% 2b 
016 2013734033% 31% 
17 1286 10% 17% 
48 TO 12%dl2% 
052 10 878 10 lb 
121737 ft b 


lb «■% 

61% r% 

1ft <ft 
21% b 
2b 

b +% 
ra% b 
a -% 
8 % •% 
23% 

32% *1 

» 

1Z% 
ii -b 
9U *ft 


b 5% -b 

io »% 

4b 4b ft 
79,16b +% 
12% ib +% 

14% 14.74 

»% fib ♦!% 

25% 26% b 
47% 46% b 

4b 46% +% 

«%4oa ft 
0% 9% 

8% 7% *% 

m b ft 
8% fitt ft 
1bM% ft 
ft ft ft 
z7% a b 

34% 35% b 
5b 5b +1H 

sb 2b 


UmrtCp 18 TO 122 122 122 

ItaTOtaMOM TO 14 M M 

until 074 IB 512 41 4b 4b 

■HUM 322 4% *% 4% 

UaxfaUd 2781® 52% 50A 51 U ft 

IkfiidhR 032 18 11 lb lb lb -% 

Ittortawan 424331 2b 23% 26,’. ♦% 

Metasriu ® Rn12% U%1049 

MararCp aw® SU 27% 2b 2b b 

MrekG 31148® ft 8 b ft 

UeraRB IX 101841 n41% 4b «tt-riA 
itauta OX I1 1538 10 9% 10 +% 

Meriad 129 2ft 1% 1% -.18 

MenAk S5B82 5 04% 5 -b 

UtaMf Q2D 1831® lb 101b ft 

Mkreapa 15 1458 lb lb lb b 

tflcncsn 40 xalb ib *6A ft 

uagart S® b b b -b 

tataslt 568D5S127%12ft 127 -*ft 
NdAOM 2SM M% 14 14 +% 

IMtahata m R lb 12 12% b 
UfcrHx OS X 1828*42% 3b -'A 
Iran 530 4b4O364b b 

■tanech aio X IW ib W ib b 
lUrifaM 13545 12% 11% lb +% 
UotanCo 02417 (2H13% (3% t3% b 
UafeuW 0X13 3® 2b ® » b 
BkfartM* 0® a 2579 3b 34% 35% +% 
Hotarf 0® » 1165 37% 3b 37% +% 
Horan 142 4H b 4« ft 

itakeePf oa 13 IBS 2b ® » -% 
Misaux ox ie tflBua% aab 
I*eo0n C1855 23% Z2% &% b 


2b 2b b 

2b 27% -2 

17% 17ft b 
17% 17% ft 
72 72 b 

ib a +% 

31%33A+1H 

ib «% b 
io ib 
n% 11% b 
ib ib -ft 
54 5b A 
47ft X 
17 17 

4b 50 b 
35% 3b ft 
Tji * ft 
7<«73% ft 
lb ib b 
61% 1% 

2b 26% ft 


-N - 

ItartiRa* 07211 131 2b 
WCompIxOX ® 3® 2b 
NkaSuo 013 19 292 17% 
Medgrtor . 9 X 17% 

HBCx 0X 34 21U72% 
NUter 32 3703 20 
Netacp 11517940 3ft 
NrtHk6» 1505® 14ft 
Heuogre 1® 442 10A 
raanitCpxQM® 322 11% 
ItartrtCnA TO lb 

Nontaanx 0®® 6® sb 
Wstntx 050 X 320 4b 
Ikntaal 15 40 17 
Marital X 072 21 2(35 50% 
KM* B4S75 37 
Ural 1817943 S% 

Nwrtal 1413037 74% 
IKtt 14 5® lb 
NSC Cup 8 TO 1% 
NIL tad 26® 2b 


14% b 
22 % +% 
11 % 

10 -1% 
44% 

4b +1% 
50% *1 
41 b 
49*2 +% 
4*2 

48ft flA 
ib b 


-O- 

OOwtaW T7 842 15 14% 

0cta4 231 0662 2b TO 

OdtahaA » 453 11% ib 
OflUnUl 17 590B 2b U% 
OgtagyNalKI 9 IB 44% 4b 
DhWax 1X 12 36® u«b 43% 
OKaania IX 16 8®uSB% 5b 
WfMBxOKIB Ka41% 41 
OntoSUP IX 14 935 4b 4b 

One Plica 51 4% 4% 

Orach 45348® 48ft 47A 

MScree B1237 17% TB% 

ortmtach 183081 3b 30 

Ore#Mf> 14337B a 2b 

Qrtlrtx B G47 11% 11% 
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Dow edges further Paris rises after two-day decline 
into record territory 


EUROPE 


AMERICAS 


US blue chips paused for 
breath after their recast 
record-breaking performance 
although other stocks still 
struggled to keep up, writes 
Jam Martinson in New York 

The Dow Jones Industrial 
Average managed to keep 
above the 7,500-point level, 
at which It closed for the 
first time on Tuesday, with 
an Increase of 7.93 at midses- 

sion to 7,547.20 

Mr David Shnhyiaw , chief 
strategist at Salomon 
Brothers, said the “path of 
least resistance" was still 
higher far the Dow, partly 
because of the relatively 
liwiig n outlook on inflation. 

“The market has been 
given two green lights - the 
Fed’s decision not to raise 
rates and the bond market 
rally after last week’s unem- 
ployment rate,” he said. 

The next meeting of the 
Federal Reserve’s Open Mar- 
ket Committee In July could 
provide the first hint of 
amber, he said. 


Prices would continue to 
rise as fang as the yield on 
the 36-year benchmark bond 
stayed below 7 per cent. He 
believed that the Dow could 
reach 8,000 “sooner rather 
than late". However, he was 
less bullish on technology 
stocks as the sector entered 
the traditionally subdued 
summer period. 

Hus view appeared to 
echo that of the market The 
technology-driven Nasdaq 

composite index failed to 

match the performance of 
the Dow again yesterday and 
fell 5.81 to L395.88 by midses- 
sion. Several large groups 
such as Intel and Cisco 
posted losses. America 
Online was also down $1% or 
2 per cent to $59%. 

The Russell 2000. the Index 
of gmaTW companies, put in 
a better performance than 
the Nasdaq. It was fiat at 
387.83 at mid-session. The 
S & P 500 index of larger 
companies edged up 0.77 at 
88539. 

Market reaction to the 
deal creating the largest US 


homebuilder was mixed. 
Pacific (keystone fell $1% or 
11 per cent to $15% after its 
agreed merger with Lennar 
Corporation. Lennar, which 
is also to spin off its com- 
mercial real estate arm ter 
$50001, gamed $3% to $30. 

Sallie Mae, the student 
loan company, gained $5% or 
4 per cent to $125% after Mr 
Lawrence Hough, chief exec- 
utive, announced he planned 
to resign this summer. 

TORONTO traded quietly 
in dull volume to end the 
morning session little 
changed. At the noon calcu- 
lation, the 300 composite 
index was off 1L04 at 6,462. 

Golds pushed higher but 
most leading stocks moved 
in the opposite direction. 
Alcan Aluminium shed 40 
cents to C$51.20 and Sea- 
gram came off 20 cents to 
C$5730. Royal Bank of Can- 
ada dipped 20 cents to 
C$58.50. 

Among golds, Barrick 
gained 40 cents to C$34.60 
and Placer Dome added 60 
cents to C$26.40. 


After two days of declines, 
PARIS reversed direction 
with a solid rally for the 
CAC 40 index, which sided 
29.68 better at 2.69336. Vol- 
ume was modest at 10.1m 
shares, but there was no 
shortage of features. 

Motor giant Renault 
rebounded, seemingly shak- 
ing off earlier tears that it 
might be forced to rethink 
plans for capac i ty cuts. The 
shares rose FFr330 to FFr131 
while components group 
Valeo jumped FFr1330 to 
FFr358. 

Upbeat annual meeting 
statements got behind 
Schneider and G enerate des 
Eaux, lifting the former 
FFWftOO to FFr315 and Eaux 
by FFr5.00 to FFr131. Havas, 
in which Eaux has a 30 per 
cent stake, rose FFr10.80 to 
FFr410.9 following an 
upgrade to “buy" at HSBC 
Janies CapeL 

Pernod Ricard continued 
to power upwards, adding 
FFr630 at FFT307 as analysts 
wanned to the group’s soft 
drinks supply deal with the 
McDonald's test food chain, 
which has 600 outlets across 
France. 


AMSTERDAM ended a five 

Utility speculation boosts Santiago ssTWsriS?- 

the AEX ind«*y Philips did 


SANTIAGO rose strongly in 
a morning of busy two-way 
trading. 

“The recent rains have 
helped but the real drive is 
coming from speculation 
that an imminent monopoly 


ruling in the electrical util- 
ity sector will be favoura- 
ble," said one broker. 

Colbun rose 2 per emit to 
46 pesos and rival utility 
Endesa gained L5 per cent to 
312 pesos. 


At midsession, the IPSA 
index was up L68 or 1.3 per 
ce nt at 133 30. 

MEXICO CITY made mod- 
est progress. At midsessinn, 
the IPC index was 3.06 ahead 
at 4,14538. 


most of the damage, sliding 


FI 330 to FI 113 A followed 
closely by Aegon, which lost 
FI 330 to FI 1423. 

On the upside, Ahold 
added a further FI 1.70 to 
FI 156.7 ahead of today’s 
results statement. Hage- 
meyer jumped FI 3.00 to 
FI 99.80 for a two-day rise of 
almost 6 per cent after Gold- 
man Sachs Initiated cover- 
age of the shares. 

Among second-liners, Pak- 
hoed gained 80 cents to FI 67 
after an upgrade to “strong 
outperform" by r jTKrhnt. 

FRANKFURT was flat as 

Indecisive early trade on 
Wall Street failed to provide 
a lead while next week’s Dax 
options expiry deadline also 
put a break on market gains. 

The Ibis-indicated Dax fin- 
ished 0-71 higher at 3£7L87 
in turnover of DMIOJZbn as 
widespread uncertainty over 
monetary union and the 
domestic political situation 
persisted. 

Preussag picked up 
DM1335 to DM514JJ0 35 the 
steel engineering group 
said that it was seeking a 
friendly takeover of Hapag- 
Uoyd, the freight and travel 
group. 

Shares in Altana, the phar- 
maceuticals group, stormed 

7.6 per cent higher to 
DM1,910 in early trade on 
speculation that the group 
was about to unveil a new 
product and rumours that a 
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share price goal of DM2J300 
had been set by a broker. 
Subsequently, the shares fen 
back to close just DM5 
Mghrn- on the day at DM1.780 
as the company said that & 
subsidiary expected to 
receive US approval for a 
respiratory drug, but it 
would not be launched until 
it hafl concluded clinical 
tests that could take several 
years. 

f 1 «»>io gave up DML25 to 
DM123.50 in spite of an 
upbeat first-half sales and 
p rofits outlook. 

ZURICH spent a second 
day of consolidation after 
the record-setting rises of 
the previous five sessions. 
Derivatives-related selling 
and the easier dollar also 
contributed to a 582 tell in 
the SMI index to 5,306.6. 

Novartis, bought in recent 
sessions at the expense of 
Roche, fell 5Fr36 to SFr2,01L 
Roche certificates lost SFr65 
to SFrl3,045. 

Nestle, trading ex-divi- 


dend, fell SFrll to SFrLSlA 

CS Group, which had lost 
ground in recent sessions 
after r umou red pll iwncBS or 
spin-offs faiiaH to material- 
ise, recouped 75 ce nti me s at 

SFT1922S- 

Sulzer continued on an 
upward path, rising SFr25 to 
SFri.305 on expectations 
that the conditions for the 
planned flotation of its 
Sulzer Medica business 
would be favourable to 
Sulzer shareholders. 

BRUSSELS featured a star- 
ring performance by UCB, 
the pharmaceuticals group, 
which surged 11 per cent in 
the wake of very positive 
comments at Tuesday’s 
annual meeting. 

The w?thmrig«m spread to 
oilier sectors, which took the 
market to new highs, in 
spite of a spate of shares 
going ex-dividend. UCB rose 
BFrll,050 to B Frill, 850. 

The Bel-20 index was 10.55 
■ higher at a record SL362.70. 
after hitting a new intra- 


day high nf 2.371.02. 

Analysts noted that on 
Tuesday UCB reported a 
strong performance in the 
US for its anti-allergy drug, 
Zyrtec. and said that It 
hoped to issue it on the Jap- 
anese market next year. 

UCB spoke of very favour- 
able performances In all its 
three sectors and mentioned 
a possible share split to 
make the shares more acces- 
sible. 

STOCKHOLM saw a 
SKr5£0 rise to SKr291.S at 
Ericsson and the general 
index put on l.l? at 2B89.86. 
Trelleborg dipped SKr3.5Q to 
SKri32.5 on news of the 
Canadian spin-off of its Boll- 
den mining arm. 

HELSINKI Jumped to a 
record 3,142.92 on the gen- 
eral index, up 33.38. after a 
reiterated buy recommenda- 
tion from Merrill Lynch sent 
Nokia up FM 11.50 to 363.5ft 

ATHENS was enlivened by 
the announcement late on 
Tuesday of the price range 
for part-floated shares in 
OTE. the state telecoms com- 
pany. and early indications 
of increased interest in the 
issue. 

OTE advanced Dr345 to 
Dr7.450 and the general 
index finished 34.72 higher 
at 1,638.56. 


Written and seated by Mlchasl 
Morgan and Jeffrey Brawn 


Tokyo slides 1.2% as exporters retreat 
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Emerging mar k e t s : IFC woekfy Invegtablo price indices 
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When a wave of profit-taking washed over 
the Tel Aviv stock exchange three months 
ago, traders promised that it would not last 
long, writes Judy Dempsey. They said shares 
would soon resume their rise and they have 
been proved right 

Last week, the market rose 3^ per cent, 
in average daily turnover that jumped to 
Shk266-5m, 21 per cent above the month’s 
average of Shk220.5ni. The Maof index of 25 
leading blue-chip stocks reached a new 
high, breaking through the psychological 
300 points barrier. The Mishtanim md e x erf 
the top 100 shares was not far behind, clos- 
ing at 292.63. A year ago, the indices were 
drifting at about 176 and 167 respectively. 

Analysts have consistently argued that 
TASE shares were underpriced, and urged 
domestic and foreign investors to take more 
interest. Other factors have also inflowing^ 
the market's extraordinarily bullish perfor- 
mance. There has been a wave of successful 
IPOs. Apart from Bank Leonti, Israel’s sec- 


ond largest bank that raised ShkfiSOm, they 
include Comfy Interactive Movies, a devel- 
oper of hardware and software for children. 

Earlier this month, Comfy raised 
ShklOOm in an IPO that was 33 times sub- 
scribed. Significantly, the offering, the larg- 
est in the high-tech sector ever recorded on 
TASE, attracted foreign investors, which 
indicated they were returning to the market 
after several months on the sidelines. 

Traders say foreign Investors account for 
12 per cent of activity, up from zero in the 
early 1990s but still well behind the levels 
of 25 per cent to 50 per cent in other emerg- 
ing markets. Good first-quarter corporate 
earnings have also driven shares higher, 
not only in the banking sector, but also 
among chwnlwil companies. 

“The market can be sustained," said Ms 
Daniella Finn, analyst at Uanot-Batucha. 
And for the moment, unlike the situation 
late last year, the market seems insulated 
from the stalled peace process. 


Tokyo fell nearly 12 per cent 
as the dollar weakened and 
sparked a wave of wiling in 
blue-chip exporters, writes 
Gwen Robinson. The Nikkei 
225 average ended 242.62 
lower at 2028923 after mov- 
ing between 20,633.86 and 
20282.43. 

Trading opened an a firm 
note, encouraged by New 
York’s overnight record, but 
foreign exchange movements 
began driving prices down 
around midday, as the dollar 
weakened following publica- 
tion of data indicating that 
Japan’s April current 
account surplus nearly dou- 
bled from a year earlier. 

However, some high-tech- 
nology issues advanced fol- 
lowing similar gains by the 
sector in New York. 

Volume rose from 330m 
shares to an estimated 396m. 
Declines led advances 605 to 
445 with 201 unchanged. The 
Topix index of all first-sec- 
tion stocks fell 5.16 to 
1,508.83 and the capital- 
weighted Nikkei 300 was 
down L13 at 29027. 

In London, the ISE/NIkkei 
50 index rose JL38 to 1,58438. 

Export-driven issues were 
heavily sold. Pioneer Elec- 
tronic retreated Y120 to 
Y2,720, TDK YBO to Y8.420 
and Sony Y50 to Y9.850. 
Honda shed Y70 to Y3.320 
and Toyota Y50 to Y3£90. 

However, semiconductpr- 


related stocks advanced. 
Advantest gained YllO to 
Y8200 and Tokyo Electron 
Y40 to Y5J20. 

Bridgestone, meanwhile, 
climbed Y60 to Y2.690 on 
reports that it was expecting 
to post an 8 per cent 
increase in unconsolidated 
recurring profit in the busi- 
ness year to March. 

Jusco, the supermarket 
operator, fell Y120 to Y3£90 
following the previous day’s 
arrest of its president, a far- 
mer executive of Dai-Ichi 
Kangyo Bank, in connection 
with the scandal s u rround- 
ing the bank and TJ mrnir a 
Securities. Dai-Ichi Kangyo 
Bank, however, gained Y30 
to Ylj360 while Nomura, fell 
Y10 to YL380. 

Shipbuilders generally 
yftraitce d, * with Kawasaki 


Heavy Industries up YB at 
Y531 and Mitsui Engineering 
and Shipbuilding up Y6 at 
Y221. In Osaka, the OSE 
average fell 6126 to 21,160.73 
and volume rose to 212m. 

TAIPEI moved lower on 
profit-taking, slipping 12528 
or 12 per cent to 8267.00 on 
the weighted index In moder- 
ately active T$l22.7bn turn- 
over. 

The electronics sector fell 
3 per cent with Taiwan Semi- 
conductor down T$4 at 
T$130.5 and United Micro- 
electronics T$3-5 lower at 
TS86. 

SINGAPORE was unset- 
tled, by a sharp foil in Cere- 
bos, tiie food company, 
whidh. hit a 42-month low as 
analysts downgraded ' the 
Stock after its disappo int ing 
first half Aamfrng B and WBTO- 
■• • 


ings of a tougher second 
half. The Straits Times 
Industrials index lost 2129 at 
1293.49, the first time that it 
has ended below 2,000 points 
since April 29. 

Cerebos tumbled to a low 
of SS6.45 before rebounding 
slightly to end at S$6.75. 
down S$125 with more than 
2.6m shares traded. 

HONG KONG finished 
marginally weaker after a 
day of large price swings as 
profit-taking alternated with 
bargain-hunting. The Hang 
Seng index eased 18.19 to 
14,421.52, having traded 
between 14,213.95 and 
14275.16. 

Merrill Lynch, meanwhile, 
said that it expected a 10-15 
per cent correction in the 
market from recent highs 
and that it was reducing its 
■ JLV- 


weighting in the colony in 
favour of Seoul and Manila. 

BANGKOK closed lower in 
thin trade with foreign 
investors mostly sidelined 
by central bank moves to 
prevent the repatriation of 
baht funds obtained from 
the bourse. Turnover was 
minimal at Bt22bn. The SET 
index ended 522 lower at a 
97-mouth low of 521.40. 

SYDNEY closed lower 
after an afternoon session 
dominated by profit-taking. 
The All Ordinaries index 
came off 15.2 at 2.613.7. BHP 
shed 26 cents to AS1S.66. 
NAB lost 21 cents to AS18.77. 
WELLINGTON rose follow- 
ing strong demand for NZ 
Telecom, which gained 12 
cents to NZ$729 in active 
trade. The 40 capital Index 
added 17.42 at 2284.97. 


r^CHASE 


SOUTH AFRICA 


A strong day for financials 
and platinum stocks pushed 
Johannesburg's all-share 
index 20.6 ahead to 7286.1. 

Ami d mounting telk of an 
interest rate cut, the finan- 
cial index rose 45.4 to 9.7392. 
News of Amplats 1 plan to 
merge all its platinum 
interests sent Lebowa Plati- 
num up H1.10 to R4.40. 
Amplats added 40 cents to 
R34.40. 

The industrial index rose 
33 to 8,507.4 while golds 
eased 122 to 1,1643. 


FT/SSP ACTUARIES WORLD INDICES 


by . FT ? E Inwtftontf Urrttod, Goldman, Sachs & Co. and Standard & Poor*. The Indices are compiled by FTSE 
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When Parmalat made the 
decision to revisit the Eurolira market 


Chase sealed it. 


Parmalat tapped Chase* expertise in international 
capital markets to lead-manage their most recent 
Eurobond issue Less than a year ago, Parmalat was the -a 

first Italian corporate to access toe Euroiira bond market 
in over a decade. Once again they turned to Chase, this time 
to structure and execute a 650 tuition lira transaction 
total bad another strong response from investors. 



“The Chase team in Milan has worked with us for several yeais. 
As we expand gjotaflx Chase combines in-depth knowledge 
of our business, global presence and access id an unparalleled 
network of investors to structure and execute transactions for 
P ar malat worldwide.” 


Coiiao'&ftxi 
Chatman, Parnate SpA 



CHASE. The right relationship is everything." 


919S7 Tto Chase KtantejanQipaatarLtaBMdvid appewad by CHbm kfanhonan tntanwknl Limited ■•■Regutaad by BteSF A. 

Tha pKXfaos and sendees Inured above are not awaHatta a prime customare Is tf* UK™” 
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Aerospace 

US authorities and airlines seem unconcerned over the Boeing 
McDonnell Douglas merger. But in Europe, national squabbles 
are holding up rationalisation. Michael Skapfnker reports 

Crucial consolidation 
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Jet-lagged business 
travellers some times have 
the feeling that, after hours 
of flying, they have not 
really gone anywhere. Air- 
ports and taxis look the 
same wherever they are, «nd 
the spread of international 
retail and restaurant nh»rft« 
means that many cities" 
around the world are acquir- 
ing a similar app earance too. 

The aerospace industries 
on either side of the Atlan- 
tic, on the other hand, look 
markedly different. While 
the US industry is rapidly 
consolidating through a 
series of mergers, European 
companies are finding 
rationalisation slow going. 

European executives 
recognise that their aero- 1 
space industry will have to 
be rationalised if it is to 
compete * with the 
Americans. But national 
squabbles are holding up 
Europe's progress. -The ' eteo- 
tian this- month- of a socialist 
government -hi. BTarice 
threatens to dday the pro- 
cess further. 

hi the US, Boeing, the 
world's biggest manufac- 
turer of civil aircraft, plans 
to take over McDonnell 
Douglas, the largest maker 
of military Jets. This would 
produce the world's biggest 
aerospace and defence com- 
pany, creating a substantial 
rival for Lockheed Martin, 
the US company bom of a 
previous merger. 

The Boelng-McDonnell 
Douglas combination will 
dwarf Airbus Industrie, 
Europe’s civil aircraft 
maker, and companies such 
as British Aerospace and 
Daimler-Benz Aerospace' 
(Dasa) of Germany. 

That the Boeing-McDqn- 
nell Douglas merger Will 
take r 


gone conclusion: it still has 
to be approved by regulators 
in Washington and Brussels. 
Washington’s approval Is 
likely to: present few prob-' 
lems to Boeing. Most in the 
industry believe that the 
takeover is taking place with 
the blessing, ff not the active 
encouragement, of the White 
House and the Pentagon. 

The European Commission 
Is providing more active 
resistance to the: deal. Mr 
Karel Van Miert, the EU 
competition commissioner, 
says Boeing and McDonnell 
Douglas together win be too 
strong for Airbus and that 
the US companies will use 
government defence money 
to finance civil aircraft 
research. 

Mr Van Miert has threat- 
ened to declare the' deal ille- 
gal. But it is more likely that 
he will demand flint the two 
US groups make some con- 
cessions to ensure that there 
is stffl sufficient competition 
in the dvil aircraft market - 

Ihe belief in the aerospace 
industry is that the takeover 
will take place. Firet, Boeing 
and McDonnell Douglas’ 
civil aircraft -customers, the 
airlines, seem unconcerned 
by the merger. The afrUnaa 
say that Boeing and Airbus 
will still continue to -fight 
fiercely for orders. 

American Airlines has 
even welcomed the proposed 
merger on the grounds that 
it operates 280- McDonnell 
Douglas MTv an aircraft, the 
servicing of which would 
now be- handled -by Boeing. 
American feared - that 
McDonnell Douglas might 
dose its dvil. aircraft busi- 
ness, leaving 'tiie airlines 
without- a reliable source of 
spares and service. . 

The’ second iXeason the 
.takeover isjKkely .toC. he 


approved is that the interna- 
tional consequences are oth- 
erwise likely to be severe. 
Boeing has warned Mr Van 
Miert that he risks provdk- 
fog a transatlantic trade war. 
if he stands in the way of the 
takeover. The company . 
seems to have high level 
political support for - its 
warning. 

Mr A1 Gore, the US vice - 
president, told a newspaper 
in -Seattle, Boeing’s home 
town, that the adminis- 
tration would take “what- 


Aerospatfale - which was to 
be merged with Dassault 
Aviation. 

The new French socialist 
parliamentary majority has 
thrown both these privatisa- 
tions into doubt along with 
the prospects of broader 
European aerospace consoli- 
dation. 

The outlook on the civil 
aerospace side is brighter, 
although even here there are 
problems. The four compa- 
nies which own Airbus - 
Dasa, British Aerospace, 



Pagefi 
Page 7 


PegeS 

Pages 


Page 11 


• US defence Page 12 

• Ervnpawi defence 


• Engines 

• Safety 

• Navigation 

• Airports 

• shows 

• Orders 

• Space 


• AWHt 

• Missiles 

• JSF 

• Heflooptera 


Page 13 


Page 14 



mmr ■ 
■ ■ 



Boeing (777, above) and McDonneU Douglas (C-17, left) 
wig cre a te the world’s biggest aerospace company, 
dwarfing Airbus and creatfog a rival for Lockheed 




ever action is appropriate” 
to prevent the European 
Commission from blocking 
the takeover. 

Meanwhile, Europe’s con- 
solidation attempts are mov- 
ing forward fitfully. The con- 
servative government which 
has Just left office in France 
bad decided to concentrate 
on encouraging the rational- 
isation of its own industry as • 
a prelude to wider European 
consolidation. -Two of the 
most important aspects of 
this strategy were the pro- 
posed privatisations of 
Thoms on-CSF, the defence 
electronics group, and of-.. 


Aerospatiale and Casa of 
Spam - have agreed to turn 
it into a limited company by 
1999. It is, at present, a con- 
sortium which makes no 
profits or losses in its own 
right 

BAe and Dasa, however, 
are in favour of Airbus tak- 
ing control of the four part- 
ners* dvil aircraft manufac- 
turing fecllltles. Aerospatiale 
is resisting this idea, saying 
the fectnrtes should » v>n« i ri 

in the partners’ bands. 

Mr Jttrgen Schrempp, 
chairman of Daimler-Benz, 
Dasa’s parent company, said 
recently that the disagree- 


ments might man that the 
Airbus partners would mim 
the 1999 riaartHna for chang- 
ing its structure. However, 
he Insisted they would even- 
tually reach agreement “I 
have ho doubt France will 
eventually come round. It is 
inevitable. It will come. 
Everybody knows.” 

At least the European cMl 
aircraft Industry can benefit 
from the upturn in orders. 
Both Airbus and Boeing are 
increasing production to 
take advantage of the 
Increase in demand from air- 
lines for more aircraft. But 
both manufacturers and air- 


lines know that the current 
upturn cannot last forever. 
Evan though aircraft are 
full, airlines are still strug- 
gling to make pr ofits . 

The world's airlines’ net 
profits an their international 
scheduled services fell to 
$4hn last year from &2bn in 
1995, according to the Inter 
national Air Transport Asso- 
ciation. The airifoes' collec- 
tive turnover was $1843bn 
last year, which mnant that 
their net profits represented 
less then 3 per cent at their 
revenues. 

Mr Pierre Jeannlott, the 
-association’s director gen- 


eral, has said that the air- 
lines' profit margin needed 
to be at least 7 per cent if 
they were to finance their 
future Investment needs. 

Yields, the amount that 
airlines charge their passen- 
gers for each mile that they 
carry them, are in long-term 
decline. Average yields on 
international scheduled ser- 
vices fell last year by 7J5 per 
cent, while the airifoes’ unit 
costs declined by only 1 pa- 
cent 

'There was also evidence 
last year that the airlines 
were buying more aircraft 
than was good for them. Pas- 


senger traffic increased by 
&9 per cent while seat capac- 
ity grew by 7.1 per cent. 
Although Boeing insists that 
airlines are ordering aircraft 
in a more restrained fashion 
than in previous upturns, 
last year’s figures are 
slightly worrying. 

Mr Gerald Greenwald, 
chairman of United Airifoes 
of the US, says he hopes that 
aircraft will continue to he 
foil for some years to come. 
But the market will eventu- 
ally turn down. He says: 
"When it comes to the eco- 
nomic cycle, you can run but 
you can’t hide. I see smooth 
skies well into the future but 
eventually the end of the 
winning streak will have to 
come.” 

When it does, Mr Philip 
Condit, chairman of Boeing, 
hopes McDonnell Douglas 
will have been, firmly inte- 
grated into his company. 
The enlarged group's 
defence business should 
then, he says, be able to 
compensate for the down- 
turn in civil aircraft orders. 
He will also hope by then to 
have trimmed Boeing's 
costs. 

By the time the downturn 
comes, Europe’s aerospace 
manufacturers will hope, 
too, that they have overcome 
their fractiousness. If they 
have not, the US industry 
will be fog. dear winner. 
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BOEIWQ • by Michael Skapinkar 


Awaiting approval 

A global business has a 10 per cent stake. Boeing and its headquarters 
is the aim but thp Ab0VB ^ m Comfit, who will remain in Seattle. It! 


became chairman tfrig year, military business will be 
wants Boeing to become an based In St Louis, where 
international company McDonnell Douglas has Its 
rather than an American headquarters, 
one. Boeing's customers are Mr Condlt believes, that 


A global business has a 10 per cent stake. Boeing and its headquarters 
is the aim hut the Above ^ ^ Comfit, who will remain In Seattle. Its 
Tjj-» * " JLtv became chairman tw« year, military business will be 

■C<U may yet Stall wants Boeing to become an based in St Louis, where 
the McDonnell international company McDonnell Douglas has Its 
i U rather than an. American headquarters, 
uougias takeover one. Boeing's customers are Mr Condlt believes, that 

international, the aerospace taking over McDonnell 
Boeing will not make business is global, and the Douglas, with . its larger 
windmills, trains or boats, group must feel at home defence business, will make 
says Mr Philip Condlt, its wherever it operates and not Boeing a more balanced 
The world's lead* just In Seattle, where it baa company. The civil and mill- 
mg^ afcera ft maker has tried Its headquarters, he says. Mr tary aircraft businesses tend 
to ©versify in the past, but Condlt admires the way Brit- to work to different cycles, 
without success. ish Petroleum is seen as a At present, civil aircraft 

1 t hink that’s because we local compan y, BP, wherever orders are booming. Last 
did not know those custom- it operates, rather than as a month Boeing announced it 
ers well We're an aerospace UK group. was incr easing civil aircraft 


ers well We're an aerospace 
company.” says Mr Condit. 
Nevertheless, under his lead- 
ership, Boeing wants to 
become a very different aero- 
space company - more inter- 
national and with substan- 
tial businesses in defence 
and space as well as in civil 
aircraft Tnannfa«^ n*e 

If regulators on both sides 
of the Atlantic give their 
approval, Boeing will this 
year take over McDonnell 
Douglas, vastly Increasing 
its defence expertise. 

Boeing is already the lead- 
ing partner in Sea Launch, 


UK group. was incr easing civil aircraft 

Boeing aircraft could even output by 48 per cent to keep 
be assembled abroad, Mr pace with orders from air- 


lines. 

Condit believes **“ *°°? d q yf rt f 

next year, Boeing alms to be 
the McDonnell producing 43 aircraft a 

month, compared with 29 a 

DOUglaS month at present 

~ However, when the civil 

takeover will aircraft market turns down, 
. _ . Mr Condlt hopes that 

make Boeing a McDonnell Douglas's mili- 
, , , tary orders will take up 

more Daiaxiceci some of the slack. McDon- 
, L . nefl Douglas has a backlog 

Company of orders for older F-15s and 

AV-8B Harriers. The 


Douglas 
takeover will 
make Boeing a 
more balanced 
company 


an Innovative consortium Condit says. “Final assembly enlarged Boeing will also 
which will launch satellites Is a relatively small part of build F/A-18S for the US 
from a converted off-shore the business, but it's the navy and the giant C-17 
oil rig. The other members most visible. Td be happy to transporter, 
of Sea Launch are: Kvaemer, build final assembly facto- First, however, Mr Condit 
the Norwegian shipbuilder, ries where ft makes sense." will have to win regulatory 
RSC Energia of Russia; and 


First, however, Mr Condit 
will have to win regulatory 


The biggest task for Boe- approval for the takeover, 


NPO-Yuzhnoye, a Ukranian tog, however, win be com- which is looking more diffl- 
rocket manufacturer. plating the takeover of cult than the group expec- 

Earller this year, Tele- McDonnell Douglas. The ted. 
riaaic , the b rainchil d of Mr enlarged Boeing will be the The problem is not in the 
Bill Gates and Mr Craig world's biggest manufac- US, where the takeover Is 
McCaw, announced that Boe- turer of both civil and mill- being vetted by the Federal 
ing would be the prime con- tary aircraft. It will have Trade Commission, hut in 
tractor for the design, con- 200,000 employees and a Europe, where Mr Karel Van 
Btructlan and launch of 300 $48bn turnover, it will be far Mlert, the EU co mpetitio n 
low-orbit mn nir- aHnni; bigger than Airbus Indus- commissioner, has expressed 

satellites. trie, the European maker of strong opposition to Boeing 


Earlier this year, Tele- McDonnell Douglas. The 
deslc, the brainchild of Mr enlarged Boeing will be the 


satellites. tne, the European maker of strong aj 

Boeing has invested SlQOm civil aircraft. taking 

In the venture, in which it The group will be called Douglas. 


McDonnell 


fy.~ . 'i K •' ■ ■■ 


PhUp Condlt reflects EU objection thatJBocing wtfl have an o whidwIinlna^maifcMstia^.lteDaw^ PoutfhwiacMoun^tor.oiily 4iw«^.of thawwiiM roatet **w 


The European Commission 
set out its objections to the 
takeover in documents sent 
to Boeing and McDonnell 
Douglas last month. The 
commission said it bad three 
principal objections to the 
takeover. The first is that 
Boeing’s hold over the civil 
aircraft market would be so 
overwhelming that Airbus 
would find it difficult to 
compete. Together, Boeing 
and Airbus would have 
about two-thirds of the cavil 
aircraft market. 

The second objection Is 
that US government defence 
research money could be 
used to fund Boeing's civil 


aircraft projects. The com- 
mission's third objection 
concerns the decision by two 
US airlines, American Air- 
lines and Delta Air lines, to 
appoint Boeing as their 
exclusive aircraft suppliers 
for 20 years. 

Mr Van Mlert says these 
exclusive deeds deprive Air- 
bus of the ability to supply 
aircraft to some of the 
world's biggest carriers. 

Mr Condit rejects the EU’s 
first objection - that the 
enlarged Boeing wID have an 
overwhelming market share. 
McDonnell Douglas, once a 
power In the civil aircraft 
business, now accounts for 


only 4 per cent of the world 
market He says Boeing wDl 
gain little more in the way of 
sales by taking it oyer. 

MT Condlt adds that the 
1992 US-EU bilateral agree- 
ment strictly limits the 
amount Of flwniriai support 
governments can give to 
civil aircraft programmes. 
Idr Condit says: “We con- 
tinue to comply with the 
bilateral. Since. 1993,: whoa 
we have submitted reports 
: to the US government oh 
this issue, there have been 
no Instances of. benefits 
accruing to US commercial 
airplane programmes from 
currently funded US Depart- 


ment of Defence or National 
Aeronautics and Space 
Administration (Nasa) con- 
tracts." 

Mr Condit. sayB the exclu- 
sive agreements with Ameri- 
can and Delta are not con- 
nected with the takeover. 
-The agreement with Ameri- 
can was concluded, before 
the takeover was -announced. . 
He added that both Ameri- 
can and Delta approached 
Boeing to ccpchnte exclusive 
agreements and not-' the 
other way around. 

“These agreements were 
Initiated by American, and 
Delta because, airlines are 
recognising the ..value of 


standardising, their fleets 
with a smaller number of 
■mnricJcj th^w using the lever- 
age of their buying power ' to 
get the best possible deai,” 
Mr Condlt says. 

Having. Initially brushed 
off the possibility that the 
commission could hold up - 
the takeover, Boeing: is now 
worried- about what action 
the Eli could take. If it 
declares the takeover illegal, 

. the commission could fine 
the enlarg ed Boeing equiva- 
lent to 10 per cent of its turn- 
over. A fine of nearly $5bn 
would not be a good start far 
the world's new aerospace 
powerhouse. 


AIRBUS • by Michael Skapinker 

Partners 


group 

BAe and Dasa say 
the consortium . 
must become a 
single companytQ 
compete effectively 

If the UK’s new Labour 
government wants advice an. 
how to confirm its pro-Euro- 
pean credent i als, it could 
ask British Aerospace. . 

' The UK group, backed by 
Daimler-Benz Aerospace 
.(Dasa) of Germany, is battl- 
ing to tom Airbus Industrie, 
the world's second biggest 
aircraft maker, into a s i ngle . 
Integrated European com- ; 
pany. = 

' In the aerospace industry,, 
the Eurosceptics tend, to be 
French: Aerospatiale of 
France has been arguing for 
an Airbus des potties, ah 
organisation' In -which 
national identities and pow- 
ers are retained. 

The four companies . which, 1 
own Airbus - Dasa, Aerospa- 
tiale, BAe and Casa of Spain 

- are debating how the con- 
sortium can compete with 
Boeing of the US. Boeing, 
Airbus’s larger rival, is 
about to become even bigger . 
by foWng over McDonnell 
Douglas, also of the US. 

. The .four partners also 
believe that Airbus needs to 
be pari of the defence indus- 
try consolidation slowly tak- 
ing place in Europe. Absorb- ' 
tog McDonnell Douglas .will 
greatly . increase Boeing’s 
defence business. The. four: 
partners believe that' a mod- 
ernised Airbus wm eventu- 
ally have to have a large 
defence division to add to its 
eotisttog civil aircraft making 
business. =. . ...7 

- Early this year, -the four - 
signed a memorandum - of . 
understandir® hi which, they 
agreed to. change Airbus’s 
legal status. Airbus is. at-, 
present a Qraupementd'In- 
tkrto Eamomtque, a French- 1 
legal construct. As a GD3,. 
Airbus does not make profits 
or losses In its awn . right; 
these accrue to fee four part 
ners. It also does not, publish 
accounts. 

Airbus makes decisions on 
the basis of unanimity . 
between fee partners. Airbus 
management in Toulouse is 
responsible for selling air- 
craft, but the' four partners 
make the parts In their own 
factories. The partners’ 
share of Airbus work reflects 
their TwiMfag g in the consor- 
tium:- Date and Aerospatiale 
each have 37.9 per cent, BAe 
has20 per cent and Casa 42 . 
par cent 

Dasa and BAe argue that 
to compete effectively with 
Boeing, Airbus needs to 
its GIB. status ^ahd ; 
became a limited ocanpany . 
Abhusals6 r tfeysay,^eds 
to be to control of every, 
-aspect of its .business, from 






AerospatWe has bean mrod ttwt : France wUnotkweSafectorto*. 


-design to manufacturing,' 
sales . and- service. _ This, 
would - mean . the four pbri- : • 
ners putting-- their Airbus . 
manufacturing : facilities' 
under, the control- of the new. : 
company. .-. . 

' Aerospatiale is not 

- apposed to^a change to. Air- 
bus’s status. : The French 
company says, however, that ' . 
the four partners should not 
lope sight off. how much Air- 
ibus has achieved as. a GIB. 
Stoce its foundation to 1970, 
it has won. over one-third of 
the world market- for. civil 

ajrr rnff' •• ~ ' 

- Airbus' says. ii _ . did " even 
better'thatt-timt iakifyew. 
Airbus- won. 326 firm - orders 
in IS9B, worth JBiSbn- Exact 
levels', of market share are . 
often , a cause , of dispute 
between Airbus^ and Boeing. 
'However, Airbus says -feat it 
won 42 pet- cent of alrcraft 
orders worMwide last year. 

. Above -alJU: Aerospatiale 
says, fee. Airbus, structure 
has allowed four European 
countries to. maintain a pres- 
ence in civil. aircraft toahu- 
faetunng. ^.Their-igovern- 
ments have been; wiBiiig to 
invest to new aircraft pn> 
j ects / , knowing that they 
ware helping to maintaln a 
research - and . iwawirfarfinnig 
base in thetopwn countries. . 

• Whatever. Torm-V Airbus - 
takes in the future, Aeoospa- 
tisle : argues rvfeat-: those 
jjatioral. Itofe' .should, .be 
maintained. For- Airbus to 

; becnme a corripariy^ -vrithont 
national ' -roots, $ul 

government rapport, end - 
: investmentat rak^Aen^^t- 
.iiate saysx ' : - :-r' . 

• The . four, paurtn^s^have 

^ven .feeniselyeS'Tuntilthe- 

end of fee -year to resolve 


their differences. They are 
..also valuing their Airbus 
businesses - although fee 
partners have stressed that 
this wiD not lead to a change 
in their relative sharehold- 
ings. 

■ K it tarns oat that one of 
fee partners - has Airbus 
assets w o rth more than its 
stake toffee cohsortfom, it 
wfil be. compensated in a 
way winch does not require 

'Its: shareholdings to be 
increased.' They could,, for 
example., receive higher dlvi- ' 
dends from " the newly- 
formed company.^- - • - 
While . insisting ' feat . the ' 
new. Airbus- company take 
control of all manufacturing, 
!BAe has- attempted to reas- 
sure Aerospatiale that 
France will not lose its facto- 
ries. 

" ,Mir John ' Westoh7~BAe’s 
group- managing., director, 
said in a speech in Hanover 
in April: ‘The new company 
will have to be run by a sin- 
gle unified structure which 
will , manage the business 
across national boundaries. 
But national, identities will 
have , to be retained. The 
company will heed to' retain 
national' governments as 
customers and. providers of 
investment in research and 
daveiC5an»mt_-.__i .. 

■ ■‘Governments win rightly 
expect a return , on such 
investment.. to terms of 

-. employment, fee.tedumkigt- 
caj base -add perhaps return 
from, exp3rt' salos. The pres- 
ervation of national' identi- 
ties must lead to: the com- 
pany .being perceived ■ as 
. iSerman' to Gennanv, British 
...to' fee.JJK .aiicl JfrenCh in 
. France ^ irafeer as Alibufc is 
'today.". 
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Keen eye for a bargain 
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srs debate 
structure 


Airbus and Boeing 
disagree over 
demand for an 
aircraft larger 
than the 747 

Boeing of the US, the world’s 
largest aircraft maker, says 
it has shelved plans to build 
a 550-seat aircraft. Mr Jean 
Pierson remains sceptical 

Mr Pierson, managing 
director of Airbus Industrie, 
the four member European 
consortium which is the sec- 
ond biggest manufacturer of 
civil aircraft, believes Boe- 
ing's announcement, made 
in January, is a ruse. Airbus 
is still determined to build a 
passenger jet larger than 
any flying today. When it 
does so, Mr Pierson says, 
Boeing will build one too. 

The building of a new 
large aircraft has created 
suspicion between the two 
big manufacturers for years. 
The largest aircraft in the 
air at present is the Boeing 
747, which carries up to 400 
passengers. 

Aircraft designers have 
long been entranced by the 
thought of building some- 
thing bigger - with 600 
seats, or perhaps even 800 or 
1,000. Boeing and Airbus 
spent some time discussing 
how they could build one 
together. 

Their planned aircraft, the 
Very Large Commercial 
Transport (VLCTT, came to 
nothing. The official 


announcement from the five 
companies, made in 1995, 
said that while such an air- 
craft was technically feasi- 
ble, the market far it was too 
small. Only two airlines, 
British Airways and Singa- 
pore Airlines, had expressed 
any interest - too few to jus- 
tify the expected $l5bn 
development cost 

Mr Pierson says Boeing's 
participation in this study 
was simply a tactic to pre- 
vent Airbus from working 
on its own large aircraft 
The two sides were talking 
about different sizes of air- 
craft, Mr Pierson says. Boe- 
ing wanted to build an air- 
craft with 600 seats or more. 
Airbus wanted a 500-seater. 

The reason Boeing wanted 
the bigger aircraft, he says, 
was that it wanted some- 
thing which would not com- 
pete with the 747. Airbus 
needs an aircraft which wtU 
compete with the 747. 

This, in Mr Pierson's view 
is the difference between the 
two manufacturers. Boeing 
has a monopoly of the 400- 
seat jet market Airbus does 
not have an aircraft of this 
size. Its biggest, the A330, 
has only 335 seats. Airbus 
wants to be able to compete 
with Boeing in all sections of 
the market including that 
for aircraft of 400 seats or 
more. Boeing, Mr Pierson 
says, wants this market to 
itself. 

Hence Airbus's decision to 
go ahead with its plans, to 


develop the A3XX, a family 
of aircraft the smallest of 
which will be slightly bigger 
than the Boeing 747 and the 
largest of which would carry 
more than 600 passengers. 
Airbus is talking to Lock- 
heed Martin of the US and a 
consortium of Korean com- 
panies about participating in 
the A3XX project Airbus 
says it can build the four -en- 
gined aircraft for about $8bn. 

When Boeing sees that 
Airbus is going ahead with 
the A3XX, the US group wTQ 
build its own 550-seater, Mr 
Pierson predicts. He alleges 
that Boeing’s hope, however, 
is that Airbus win abandon 
the A3XX, leaving the US 
group’s monopoly over large 
aircraft intact 

Boeing says it is not 
involved in any conspiracy. 
Its decision to suspend devel- 
opment of its large aircraft, 
which would have been 
based on the 747, stemmed 
from one consideration only: 
not enough airlines needed 
such a big aircraft 

Mr Philip Condit, Boeing’s 
chairman , says; “It isn’t an 
elaborate game. It's very 
straightforward. We’ve been 
trying for a number of years 
to understand the big air- 
craft market. We agree 
wholeheartedly that there’s 
a market The question is: 
how big Is it? We made a 
pretty good run at it We 
didn't get the response that 
we thnnght might be there." 

Mr Condit says Boeing's 


research convinced it that 
the Asia-Pacific region 
would not be as big a market 
for super jumbos as previ- 
ously thought Instead, Boe- 
ing expects the Aslan mar- 
ket to witness developments 
similar to those that have 
occurred across the Atlantic. 

As transatlantic air traffic 
has gro w n, the market has 
fragmented, Mr Condit says. 
Instead of flying between 
large airport hubs and then 
changing to fly on to other 
cities, panepngw a are insist- 
ing on flying directly to their 
destinations - what the 
Industry calls point-to-point. 
The same development will 
take place in Asia, Mr Con- 
dit says, UmMag demand for 
very large aircraft 

Boeing says that, over the 
next 20 years, there will be a 
demand worldwide for 480 
aircraft bigger than the 747. 
That is not enough, the 
group says, to justify the 
$7hn Boeing would have had 
to spend to develop the air- 
craft. Airbus disagrees 
strongly: airline s will buy 
1,442 aircraft larger than the 
Boeing 747 over the next 20 
years, the consortium says. 

What if Airbus does build 
the A3XX? Is Mr Pierson 
right? Will Boeing then build 
its own large aircraft? Mr 
Condit says Boeing reserves 
the right to change its mind. 
But he adds: “Our conclu- 
sion was that it didn't make 
sense for one player to be in 
that market, let alone two." 


The Canadian 
company is 
now the world's 
third largest 
airframe maker 

Travellers using the 

Clncinnati-N orthem 
Kentucky airport quickly 
discover why Canada’s 
Bombardier has become a 
force in international 
aerospace. 

Relatively few passengers 
make Cincinna ti their fowl 
destination. But Delta Air 
Lines, one of the big US 
carriers, has turned the 
airport into a busy transit 
“hub" for passengers 
travelling between North 
American cities with no 
direct service. 

One terminal is 
earmarked entirely far 
flights operated by ComAir, 
a commuter carrier 
affiliated to Delta. A dozen 
or more ComAir planes are 
lined up at ter minal at 
any one time , and almost all 
are SOeeat Canadair 
Regional Jets (GRJs), made 
by Bombardier. 

ComAir, which already 
has a fleet of 50 GRJs, 
ordered another 30 aircraft 
with options for an extra 45 
in late May at a cost of 
USSGOQm. Bombardier has 
racked up a total of 258 firm 
orders for the CRJ (of which 
163 have been delivered), 
with another 198 options. 

The 50-seat CRJ has 
helped propel Montreal- 
based Bombardier into 
fourth spot among the 
world’s airframe makers 
(third, if the merger 
between Boeing and 
McDanneD-Douglas 
proceeds). 

Bombardier has confined 
itself to markets that 
Boeing and Airbus have 
until recently shied away 
from. The CRJ is currently 
its biggest plane. 

Bombardier had its 
origins 60 years ago in rural 
Quebec, where Mr Joseph- 
Armand Bombardier 
converted Dodge and Ford 
cars into snowmobiles, 
mostly for the use of 
country doctors. 


Snowmobiles remain a 
sizeable part of Its business. 

Rnmhar dwr fafflfly 

retains control of the 
company through multiple 
voting shares. One of Mr 
Bombardier’s sons-in-law, 
Mr Laurent Beaudoin, is - 
chairman and chief 
executive. 

Bombardier entered the 
aerospace business little 

mare than a decade ago 

when it bought the 
Canadian government's 
shares in Canadair, a 
struggling maker of 
business jets and 
waterbombers. 

Since then. Bombardier 
has gahied a reputation as a 
canny buyer of troubled 
aircraft companies at 
bargain-basement prices, 
with its deals typically 
sweetened by government 
financial support. 

Its stable now includes 
Toronto-based de Havffland 
(which makes turboprop 
commute- aircraft X 
Northern Ireland’s Short 
Brothers (aircraft 
components and missiles); 
and the US’s Leaflet 
(business jets). It backed 
away last year from buying 
Fokker after concluding 
that thp ailing Dutch 
company had little to offer. 

Aerospace sales climbed 
14 per cent in the year to 
Jan 31, 1997, contributing 
half Bombardier’s total 
revenues of Ct8bn. Besides 
snowmobiles and 
watercraft, the company 
ai«n Tms a sizeable railway 
carriage division centred in 


North America and Europe. 

Having shown a keen eye 
for investment bargains. 
Bombardier is now putting 
to the test its ability to 
bring a variety of new 
aircraft to matket 

An extended, 70-seat 
version of the CRJ was 
launched earlier this year, 
with the first deliveries 
expected in late 2000. The 

Canadian government has 
advanced C$87m in 
“repayable grants", 
essentially interest-free 
loans with repayments m 
the form of sales royalties. 

The decision to extend the 
CRJ reflects Bombardier’s 
success in capturing a 
dominant share of a 
Cast-growing market, 
especially in North 
America. The CRJ’s main 
rival, the Brazilian-built 
Embraer 145, comes with a 
lower price tag. but has a 
narrower fuselage and a 
smaller range. 

The CRJ and Embraer 145 
have enabled airlines to 
open routes that are too 
“thin" for larger jets, and 
too long for turboprops. For 
instance. Air Canada, one of 
Bombardier’s biggest 
customers, has used CRJs 
between Toronto and 
Minneapolis, and Toronto 
and Kansas City. 

The de Havilland Dash-8 
series is also being enlarged 
with a 70-78 seat version, 
known as the Series-400 
with a range of almost 1,300 
nautical miles. Its first 
flight Is due late this year. 
As of late May, 16 orders 


had been placed for Dash 
8400s. 

Leaflet, which lost market 
share last year, is due to 
start deliveries soon of its 
compact Leaflet 45. 

Bombardier’s biggest 
gamb le however, is the 
Global Express, an 

jntgP'g nntinwit ai business 

jet with a price tag of about 
USJSBm. The Global Express 
has a range of up to 6,700 
miles. 

Three Global Express 
prototypes are currently 
undergoing tests. Two are 
due to be delivered to 
customers later this year, 
although certification by 
the US Federal Aviation 
Administration is not 
expected until May 1998. 

The Global Express faces 
tough competition from 
Georgia-based Gulfstream 
and from Boring, which 
unveiled plans last year for 
a specious business jet 
version of its Boeing 737. 

Bombardier says it has so 
far received “almost" 60 
orders for the Global 
Express. There’s a “steady 
stream" of potential buyers, 
an official says. 

Investors appear 
optimistic that 
Bombardier’s instinct for 
new products will be as 
sharp as its eye for 
acquisitions. Each big order 
for the CRJ has triggered a 
further rise in Bombardier 
shares. Their value has 
soared fivefold in the past 
four years. 

Bernard Simon 



The Global Expr ess, an inter-continental business jet, b Bombardier's biggest gamble 
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REGIONAL AIRCRAFT » by Michael Donne 


Direct link to expansion 


Growth in hub 
operations and 
flights between 
small cities have 
increased demand 

The market for regional 

aircraft - that is, single- aisle 

twin-engined aircraft of up 
to 120 seats - is expected to 
expand substantially over 
the next 20 years. 

The Airbus Industrie con- 
sortium of Europe says in its 
latest Global Market Fore- 
cast to 2016 that demand for 
single-aisle twin-engined jets 
of up to 70 and 100 seats 
could amount to more than 
1,630 aircraft. Boeing, in its 
1997 Current Market Outlook 
to the same date, forecasts 
that demand for jets up to 
around 90 seats will be L331, 
worth some $3i.5bn. an 
increase of 8.2 per cent on 
today’s fleet There would be 
a with further demand for 
2,164 aircraft seating up to 
120, a gain of 13.4 per cent, 
worth some $67bn. 

The size category up to 
about 90 seats would include 
such aircraft as the British 
Aerospace Type 146 and the 
Canadair Regional Jet while 
the larger size up to 120 
seats would include the Boe- 
ing 737-500/600 series, tile 
BAe RJ-100, and the McDon- 
nell Douglas MD-95. In addi- 
tion to the Jets, there are 
various turbo-propeller air- 
liners available from manu- 
facturers such as Aero Inter- 
national (Regional) - AI(R) - 
and Saab of Sweden. 

Driving this potential mar- 
ket are several factors. 
While over recent years 
attention has been focused 
on trunk-line traffic between 
major "city-pairs", there has 
been a less-publicised but 
nonetheless sig nifi cant 
expansion in "hub" 
operations, where passen- 
gers have transferred onto 
smaller aircraft for continua- 
tion journeys to other desti- 
nations not served by the 
larger airlines, and a sub- 
stantial growth in direct 
links between smaller cities 
and towns, by-passing the 
major hubs. The aircraft 
used for these direct links 
are often more suitable for 
both the lower traffic densi- 





■4& k , -vV^J 


' ■ 


BAe RJ-100 regional Jet bust by Avro at Woodford pear Manchester, is looking to bufid up share hi a pouring market 


ties available, and the 
shorter runways at such 
locations. At the same time 
they are quieter, even the 
Jets, and therefore more 
environmentally acceptable 
than larger aircraft. For sim- 
ilar reasons, such aircraft 
are also more suitable for 
the underdeveloped regions 
of the world, where sophisti- 
cated infrastructures are not 
often available. 

With such a potential mar- 
ket, there is no shortage of 
bidders for the business, 
despite the demise of Fokker 
of The Netherlands. In 
Europe, British Aerospace 
Regional Aircraft comprises 
two manufacturers - Avro 
which builds the RJ series of 
regional jets (the RJ-70, 
RJ-85 and RJ-100) at Wood- 
ford near Manchester, and 
Jetstream which hitherto 
has built the J41 turbopro- 
peller aircraft at Prestwick, 
Scotland, but that line is 
now being closed down. BAe 
plans to fill the gap with air- 
craft parts production from 
other parts of the business. 

Marketing and customer 
support for both aircraft 
types is undertaken by 
AI(R). a European consor- 
tium building both jets and 
turbo-props, which is owned 
in equal proportions by Brit- 



ish Aerospace, Aerospatiale 
of France and Alenia of 
Italy, with its headquarters 
in Toulouse. Its products 
include the turbo-propeller 
airliners originally devel- 
oped by Avions de Transport 
Regional (ATR). the Franco- 
Italian organisation which 
now is part of AftR). The 
AI(R) range of jet and turbo- 
prop types variously seating 
from 20 to 115 passengers 
collectively gives the consor- 
tium a 27 per cent share of 
the overall world market for 
regional airliners. 

In Canada, the Bombardier 
group, which includes de 
HaviHand. Canadair. Leazjet - 
and Short Brothers of North- 
ern Ireland, and now 
regarded as the third largest 
commercial aircraft manu- 
facturer in the world after 
Boeing and Airbus, not only 
builds the Canadair Regional 
Jet of 50 seats and the de 
HaviHand twin-engined Dash 
8 series of turbo-props, but 
has also launched the 
Canadair 70-seat CRJ-700 
twin-engined j etliner. In 
addition to members of its 
own group, including Shorts, 
international partners in 
this latest venture include 
US General Electric 
(engines) and Rockwell Col- 
lins (avionics), Mitsubishi of 


Japan on fuselage parts, and 
Intertechnique of France on 
the fuel system. 

Fairchild of the US. which 
now owns Dornier of Ger- 
many. is planning a 32-seat 
jet-powered version of its 
twin-engined Dornier 328 air- 
craft, with a 50-seat deriva- 
tive also under consider- 
ation. In Brazil, Embraer 
which already builds the 50- 
seat EMB-I45 jetliner, is 
planning to turn it into a 
family, with the addition of 
37-seat and 70-seat aircraft. 

While the man ufac tur e of 
regional aircraft, especially 
jets, is well spread, it is par- 
ticularly in the Asia-Pacific 
region that current and 
future market demand is 
most intense - some esti- 
mates have suggested that 
up to 2,000 regional jets 
could be sold in Asia-Pacific 
over the next 20 years. 

This is partly due to the 
emergence of mainland 
China as a major market far 
Western transport aircraft, 
replacing original reliance 
on Soviet-built types. This 
began some years ago with 
the manufacture of McDon- 
nell Douglas jetliners in 
Shanghai, and the manufac- 
ture of parts for various 
other Western-developed air- 
craft but has now been 


AND A 
CORPORATE 
VISION 

THAT’S JUST AS 
PRECISE 
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extended into more ambi- 
tious plans for joint interna- 
tional aircraft design, devel- 
opment and production as a 
means of getting into the 
market more speedily. 

These plans are now 
becoming focused on devel- 
opment of a new 100-seater 
jetliner family programme 
(hitherto broadly called the 
AE-100 Asian Express, but 
now known as the AE31X, 
expected to enter service in 
2003). Aviation Industries of 
China (A VIC) and Singapore 
Technologies (STPL) are 
working on it with a new 
European combine called 
Airbus Industrie Asia (AIA) 
comprising the Airbus 
Industrie consortium of 
Toulouse and Alenia of Italy 
(which has a 38 per cent 
stake in AIA). Last month a 
framework agreement set- 
ting out the co-operation 
principles between the par- 
ties was signed in Beijing 
between AVIC, Singapore 
Technologies and, on the 
European side. Airbus Indus- 
trie itself and Finmeccanica 
of Italy (the parent company 
of Alenia). 

The programme is to be 
managed through a joint 
venture company to be set 
up in China, with sharehold- 
ings of 46 per cent for AVIC. 
39 per cent for Airbus Indus- 
trie. Asia and 15 per cent for 
Singapore Technologies. Fur- 
ther details are expected to 
be released at the Paris air 
show. 

Also in the Asia-Pacific 
region, the European Aero 
International (Regional) con- 
sortium (in which Alenia of 
Italy is also involved) is dis- 
cussing a new international 
58-84 seat family of regional 
jets in collaboration with 
Korea Aerospace Industries 
(KAI - replacing the former 
South Korean Commercial 
Aircraft Development Corpo- 
ration, KCADC), in which 
Daewoo, Korean Air and 
Samsung are involved. Not 
to be outdone. Indon esia is 
also planning development 
of a family of regional jets 
seating between 104 and 132 
passengers, the N2130, repla- 
cing earlier plans for a 
smaller 80 seat aircraft. 

The competition is there- 
fore already intense. Some of 
the current ambitious devel- 
opment plans may not come 
to fruition, for the costs of 
developing new aircraft, 
even small regional types, 
are still formidable, and 
there have already been dif- 
ficulties In putting various 
projected consortia together. 
Even so, out of the plethora 
of types planned, for the suc- 
cessful manufacturers the 
rewards seem likely to be 
considerable. 


Raytheon's Hawker Horizon, due in amice in 2001, makes heavy use of composite matertt* 

BUSINESS AIRCRAFT > by Roger Bray 

Cautious optimism 
at the flying office 


Sales are soaring, 
but operators face 
rising costs and 
battles over 
airport slots 

Business aircraft sales 
continue to climb away from 
recession. Companies want- 
ing the optimum in speed, 
range and economy may face 
long queues for delivery. But 
manufacturers are temper- 
ing their revived optimism 
with caution. 

Last year the industry 
delivered just over 300 jets 
and nearly 150 turboprops - 
a combined increase of about 
100 more than at the low 
point in 1992. There are 
hopes that the annual total 
for jets alone could hit 350 
by the turn of the century. 
But for each factor encourag- 
ing firms to invest in their 
own aircraft, and these 
include congested airports, 
full flights and rising fares, 
there is at least one balanc- 
ing deterrent. 

On the positive side are: 
the general growth of busi- 
ness travel not least to the 
emerging countries of the 
former Soviet Union; 
advanced communications 
which are turning the corpo- 
rate aircraft, increasingly, 
into a flying office; and the 
spread of fractional owner- 
ship, which enables compa- 
nies to take a share in an 
expensive jet. rather than 
pay the whole price. 

On the downside, opera- 
tors face a host of new or 
imminent regulations which 
wiD force them to fit expen- 
sive new safety and naviga- 
tional equipment, and the 
continuing threat that air- 
lines, hungry for more take 
off and land slots to accom- 
modate growing traffic, will 
squeeze them out of major 
airports. 

With basic prices for the 
most sophisticated jets now 
topping $30m, the total mar- 
ket. including turboprops, is 
reckoned to be worth more 
than S5bn a year. The US 
accounts for about 65 per 
cent and Europe 12 per cent 
Plans for a supersonic 
business jet appear to have 
been pushed to the back 
burner but manufacturers 
have emerged from the eco- 
nomic downturn with a stun- 
ning new range. They 
include long range aircraft 
such as Bombardier’s Global 
Express, expected to be on 
view for the first time out- 
side the US at the Paris 
show, the recently certifi- 
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cated Gulfstream V. and 
Cessna’s Citation X, which is 
claimed to be the world's 
second fastest passenger air- 
craft after Concorde. 

From the French Dassault 
stable come two upgraded 
trijets, the Falcon 50EX and 
900EX. Meanwhile Raytheon 
is offering two new jets, the 
Premier One. selling at 
around $4m and the "super 
mid-size” Hawker Horizon, 
costing some $14.5m. 

Both Raytheon’s jets, due 
in service respectively in 
late 1999 and 2001. make 
heavy use of composite 
materials in fuselage con- 
struction. 

The company says this 
produces more effective 
noise insulation and a 
strength-weight combination 
which allows more width 
and headroom in the cabin. 

The biggest exponent of 
composites is the fledgling 
VisionAire Corporation in 
Mojave, California, with its 


VisionAire 
claims to have 
identified a 
niche for a 
low cost jet 


prototype Vantage which is 
around 90 per cent carbon 
graphite. It is now undergo- 
ing flight tests. Mr Mark 
Jones, director of sales and 
marketing, says that 
although the material is 
more expensive than metal 
it involves far fewer manu- 
facturing man hours. The 
aircraft was designed to 
carry four passengers up to 
960 nautical miles - New 
York to Miami, for example 
- though an increase in fuel 
capacity may extend its 
range. 

VisionAlre’s founder, Mr 
Jim Rice, claims to have 
identified a niche in the mar- 
ket for a low cost jet. With 
first deliveries due in spring 
1999, the Vantage will sell 
for Sl.65m. 

Much as rental fleets boost 
car sales, fractional owner- 
ship companies are promo- 
ting the use of corporate jets 
to those who mi gh t be put 
off by ownership costs. 
I n deed, Bombardier hag set 
up its own operation in con- 
junction with AMR, Ameri- 
can Airlines’ parent. 

Ohio-based NeUet, which 
pioneered the concept, 
already operates a fleet of 
nearly 100 aircraft and has 
begun operating in Europe. 


It allows customers to pay as 
little as one eighth of the 
aircraft purchase price, plus 
a per hour operating charge 
and a management fee, in 
return for a promise to make 
a plane available within a 
certain number of hours. 

But if an unprecedented 
variety and choice of aircraft 
and payment are providing 
the industry with lift, a host 
of problems is also increas- 
ing drag. Manufacturers 
complain that they can 
receive a certificate for a 
new type from Europe's 
Joint Airworthiness Authori- 
ties, only to find that indi- 
vidual countries within that 
organisation demand extra 
modifications. 

Liberalisation within the 
European Union, which has 
freed operators based in one 
country to fly commercially 
anywhere in the community, 
is tempting companies to 
use “flags of convenience" - 
registering aircraft with 
those national authorities 
whose demands are least 
onerous. 

That will not help them 
avoid costly international 
requirements for new navi- 
gation and safety equipment 
Long haul operators, for 
example, could face bills of 
up to $300,000 per aircraft to 
ensure that their altimeter 
systems are accurate enough 
to cope with the recent 
reduction in minimum verti- 
cal separation between jets 
flying across the North 
Atlantic. Fitting "black box- 
flight data and cockpit voice 
recorders could cost another 
$85,000. 

The biggest headache of 
all is access to major air- 
ports and the undeniable 
objection from airlines that a 
business aircraft can take up 
as much runway capacity as 
a Boeing 747. This is putting • 
a brake on sales in Asia, 
where many airports are 
under severe pressure 
because of soaring traffic, 
and in Europe, where opera- 
tors cite Frankfurt as a par- 
ticularly frustrating exam- 
ple. 

Graham Forbes, chief exec- 
utive of the UK General Avi- 
ation Manufacturers and 
Traders Association, says: 
“In the EU. for example, 
there is a pecking order, put- 
ting scheduled airlines and 
scheduled charter flights 
first. We believe everyone 
should be treated equally. It 
is important to remember 
that discrimination against 
business aviation is a major 
influence on where compa- 
nies decide to locate." 
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WHY THE NEW 737 ELIES 
HIGHER, EASTERAND FARTHER 

AS EXPLAINED IN SIMPLE HUMAN TERMS 
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To airlines, the Next-Generation 737’s improvements mean better 


ordered nearly 600 new 737s. To passengers, flying on the new 


efficiency, reduced operating costs and quieter engines. 


737 simply means less stops between them and whomever 


Which explains why twenty-six airlines in fifteen countries have 


they’re going to see. A very important improvement indeed. 


m. boeing.com 
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Rofls-Royce Trent series engine: facing sustained competition 

Flexible to 

customers' 

demands 



Sustained growth 
will bring 
rewards, but 
competition 
remains intense 

With world air travel 
forecast to continue growing 
at an average of about 5 per 
cent a year over the next 20 
years, the world's airlines 
are expected to add more 
than 16,100 new jetliners to 
their fleets. 

The end-1996 total of 11.500 
is forecast to increase to 
23,600 by 2016, after allowing 
for the replacement of obso- 
lete and environmentally 
unacceptable types. As a 
result times are looking just 
as good for the aero-engine 
builders as for the airframe 
constructors, and especially 
for the big three - General 
Electric and Pratt & Whitney 
of the US, and Rolls-Royce of 
the UK. 

The potential market will 
be spread over all types of 
aircraft and engines. The 
biggest market by numbers, 
for both aircraft and 
engines, is expected to be 
the small to medium cate- 
gory with singleaisle twin- 
engined airliners (mostly for 
regional operations) taking 
some 70 per cent of the mar- 
ket The intermediate sized 
aircraft will take some 23 per 
cent and the large aircraft 
such as the Boeing 747, only 
about 7 per cent 

Manufacturers' estimates 
vary, but Boeing has put the 
value of the jet airliner mar- 
ket through to 2016 at same 
Sl.lOObn. Up to about one- 
third of that sum can be con- 
sidered likely to be spent on 
engines, around $300bn. 
allowing for inflation, of 
which most will be for jet 
engines. Turbo-propeller 
engines, being smaller and 
cheaper, will take a smaller 
share of the overall sum. 
Consequently, competition, 
which is already intense, 
will remain so. if it does not 
become even tougher. 

This applies across the 
entire spectrum of different 
types of aircraft, but it is 
especially marked in the 
Jumbo aircraft and the asso- 
ciated very big engine fields, 
which although small in 
terms of numbers are expec- 
ted to command as much as 
50 per cent by value of the 
total engine market 

It is because the costs of 
developing new airframe and 
engine designs to meet 
changing , market demands 
are so high, that all the man- 
ufacturers have created fam- 
ilies from their basic prod- 
ucts. This is not a new 
concept in the airliner man- 
ufacturing business, but it 
has taken on an added 
importance as different air- 
lines insist on different spec- 
ifications to suit their own 
route networks. 

The market is now far 
more customer driven than 
ever before, and because the 
competition for the business 
is so intense, the airframe 
and engine manufacturers 
have been obliged to meet 
the changing demands with 
the minimum possible 
changes to their basic core 
products, thereby minimis- 
ing costs. Flexibility of 
response to the customers’ 
demands is the key to 
long-term success in today’s 
commercial airframe and 
engine markets. 

This is especially the case 
hi the large market now 
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BMW Rolls-Royce 




developing for long-range 
aircraft with lower seating 
capacities than the Jumbo 
jets - around the 300 level - 
such as the twin-engined 
Boeing 777 and Airbus A-330 
and the four-engined 
stretched Airbus A-340- 
500/600. It is in this arena 
that the bitterest aircraft 
and engine sales battles are 
being fought 

For example, there are 
now several variants of the 
777 aircraft as well as sev- 
eral variants of each of the 
three big thrust engines — 
the General Electric GE-90, 
the Pratt & Whitney PW-4000 
and the Rolls-Royce Trent - 
with perhaps even more to 
come. Each of the big three 
engine builders is offering 
engines of up to around 
lQO.OOOIbs thrust for the 777 
in its proposed very long 
range 200X version (capable 
of carrying 298 passengers 
over 15,900km or 8,600 nauti- 
caJ miles) and its 30QX ver- 
sion, configured to fly 12,200 
kilometres but with a bigger 
payload of 355 passengers. 

In the Jumbo market, Boe- 
ing decided some months 
ago, to defer development of 
its projected 747-500/600 
series of Super Jumbos, 
believing that potential sales 
of such monsters would be 
insufficient to justify the 
development expense 
involved, leaving Airbus, 
which takes a much more 
optimistic view, to continue 
development of its A-3XX 
aircraft of 600-plus seats. 

But so as not to be left 
behind. Boeing has also been 
studying a simple stretch of 
the 747-400 in an i ncreased 
gross weight (IGW) version 
of about 500 seats, believing 
that it would be wiser to 
move up the size scale incre- 
mentally. Initial reactions 
from airlines appear to be 
favourable, but a formal 
launch will depend on 
enough firm orders being 
placed. The engine manufac- 
turers have responded also, 
with the GE-Pratt & Whitney 
Alliance offering its joint 
venture GP7000 engine of 
65,0001bs thrust for that air- 
craft, while Rolls-Royce is 
also competing with another 
version of the Trent, the 
model 600. 

All the engine manufactur- 
ers believe that they can 
take their big-thrust en ginoc 
to even higher thrusts if 
required. Rolls-Royce points 
out that the inherent growth 
potential of the Trent was 
displayed during recent tests 
in Derby when a Trent 800 
series engine generated over 
ll4,5001bs thrust. Although 
certificated at 92,0001bs 
thrust, that engine regularly 
ran at powers in excess of 
100,0001bs thrust during its 
development programme 
and has approached the new 
power output record several 
times during recent tests. 

One of the factors that all 
the engine builders are hav- 
ing to consider carefully in 
planning their various ven- 
tures is the increasing envi- 
ronmental sensitivity 
towards aviation. 

It is now accepted by all 
the engine companies as 
well as the airframe builders 
that pressures to reduce 
such emissions will become 
even stronger. Many in the 
industry now believe these 
requirements could eventu- 
ally take precedence in 
engine design and develop- 
ment over considerations 
such as -thrust output levels 
and fuel consumption. 


. fr|t^piitimarmTI»li matlfln 

has for many years beau, a 
feature ofthe aerospace 
industry. Many projects 
. have been undertaken in 
both eMltnfl military 

airframes mid engines, 1 
reaching back to the 
Anglo-French Concorde of 
the 1956s and 1960s. 

. Designed initially' to 
spread the burden of costs . 
'on increasingly expensive 
: projects, with the - 
expectation also of winning 
wider markets, the concept 
has expanded dramatically 
and tbday there is hardly 
any - major new aerospace 
: project that does not involve 
some form of International 
partnership, going beyond 
sub-contracting to embrace 
ffiianrifli risk-sharing. 

This is especially so in 
aero-engines, with 
Rolls-Royce of the UK \ 
heavily involved in various 
partnerships in Europe^ 
North America, Tftyi g Kong 
"and Chlnar 

’* One Rolls-Royce's most 
recent joint ventures is with 
BMW of Germany . BMW 
Rolls-Royce GmbH was 
. formed as a German joint 
venture company on Jiriy 1, 


1390. with Rolls-Royce 
holding 49.5 per r*n* ofthe 
equity. Its role is to design, 
develop, manufacture, 
market and snppcat a family 
of gw tagnaetrfaBy 

quiet and cost-effective 
engines suitable for the 

- larger; business and . 
executive jets, regional 

a frtiwgr g, anrl fljfflfaa y 
transport aircraft, expected 

in the early years ofthe . 

next century. • 

; Although more famous for 
cars, BMW began life as an 

- aaro-engme manufa c tur e r hi 
1917. Before that, German 
aenx&ginjes were developed 
arid supplied by 
Mot o roiBforik Oberursel, . 
subsequently bought by 
BMW. with the Obemrsel 
site now owned and 
oper ate d by BMW 
RoDs-Royce. 

The- family of jet engines 
which has emerged during - 
the 1990s is known as the 
BR700 Series, developed . 
round a common core. S uch 
a concept increases the 
versatility of the 
power-plant (the core engine 
can be adapted to provide a 
range of power outpihs as . 
required by individual . 


aircraft maznxfocbHorsJasKt 
thereby increases the - . 

chances of comm e rcial 
success. The BRTOpSoies. 


ranging from MJMG&sto 
z&QOOlbsu The coratasy now 
has an order book waZued at 
more them t JSIftab. 

The BR700 Scries was. : 
lumcfaed m 

with the BR710 emerging he 
tbe first model to September 
T9 p% ifre core en gine first 
ran on thetest-bed in 
August 1993, followed on 
September 1, 1994 by the 
first full-scale un giriH run an 
schedule fd the company's - 
Dahlewftz high-technology 
development, test and 
assembly centre. The 
first flew in November, 1995 
*nd was certificated by the 
European Joint Aviation 
Authorities (JAAs) in - ’ 
August,- 1996. This was 
followed by certification 
from the US Federal 
Ai rtatinri Ailmln kl r al k in In 

September. J. 

At a thrust rating of 
nearly l5jXXHhs, the B3R710 
version Imp been highly . 
successful Tfag engine 
powers the new, large-cabin 
long-range corporate jets. 


next 


such astheUS Guifttream. - 
V and the Canadian 
Rnmharrifar fflnhfll Express 

Both aircraft are capahleJaf 
flying 6,500 mflas-nion«fo^-- 
BMW RoBfrRnyce fe the sole . 
mghie suppher in this . . 

market segment Fran fcbpa, 
the BR710 will also power * 
the umaAFIs improved^ - ’ 
Nimrod 2000 xnadtim^isdrbl 

. aircraft. ‘ J? ■/ -« 

In February. 1994* - 

Mr-TVrfifwn Douglas ofthe 
US selected a new variant of 

the engine, the BR715.- - . 
capable of threats of > _ 
between 18^00 and22,oeoibs, 
arid designed for 90-140 : ■ 
setter regional airifouars and 
large military transport 
aircraft This version ofthe 
engine is intended fbrfije 
Douglas Mbes twin-engined 
aMicer programme.- The ; . 
first B8715 ran era thetest- 
bed atDahtewite on itafU 28 
this year. with first flight _ 
set for the second quarte r of . 
1996* followed by 
certification and entry into 
service withtbelaunch 
customer for the MD«L . - - 
Valujet Airhnas of tha US, 
in Sqtfeshber 19G0. "J 1 .! .. . 

A Vernon of the BR715 
engine, is also andlable for 


.other projected new lOfrseat 
twin-ozsstned jets, such as 
the Chinese-European 
AEr-100. At last November’s 
'-ZhuhN (Cbhia) air show, a 
kmg-tena coflaboretion 
agreottad was signed 
'between Aviation Industries 
of QdnaCAVIQ, BMW 

RoRs-Royce, and Rolls-Royce 
of the UK, 

These agreements are 
aimed at transferring 
manufacturing technology 
and techniques to China, 

including research weak, 
with a group of 
AVIC-eelected research - 
ins tit ut es and universities, 
and AVIC angineera • 
woriong with BMW • 
RoCsJtoycein Germany. 
Already, parts for the 
BoHs-Royce’s own Tay 
engine and the BMW 
Rolls-Royce BR700 Series are 
by XR Aero 

Component s Company, in 
which Rolls-Royce holds a 
49 per cent equity stake. 

The turtrcKpropefler 
market also figures strongly 
in BMW Rolls-Royce’s plans. 
Earlier this year. on . 
February 25, BMW 
Rolls-Royce presented in 
Bonn its BR70O-TP 10,000 


shaft horse-power 

turbo-propeller ' *** 
proposal for the projected 
new European Future Luna? 

Aircraft (FLA). The 

company has assembled a 
team of loading European 
aerospace companies to 
develop the BR70D-TP, - 
Including HJspanoSutoa of 
prance, ZF Luftfehrttechnik 
of Germany, and 
Rolls-Royce Military Aero 
Engines of the UK. If 
selected to power the FLA. 
the engine could he In 
service in the early 2000S. 

■ BMW Rolls-Royce is 
- continuing its market 
development studies. 
Currently these include the 
possibility of using the 
BR700 Series to re-engine 
the Boeing 727 three-engined 
aircraft, many of which 
remain In airline service. 
The Indonesian aircraft 
company, industri Pcsawat 
Terbang Nusantara (IPTN), . 
has also bees studying the 
BR700 Series as possible 
power-plants for Us 
projected N2130 
twin-engined 104-132 seat 
jetliner family. 

Michael Donne 
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King Air 


RAYTHEON IS A WORLD LEADER IN GENERAL AVIATION. With legendary names like Beech and His” 
Raytheon provides business and regional aircraft to people around the globe. Add this to our track reco 
military aviation, and the result can be summed up in one word: performance. It's what enables RavtLs" 
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^ * by Roger Bray 


A simple lack of funds? 


Standards vary 
considerably 
around the world, 
and improvements 
are expensive 

Throwing money at air 
safety is not the only way of 
lengthening the odds against 
disaster - hot it helps. ■ 

For the world’s airlines, 
the recent, grim sequence of 
crashes is bound to result in 
higher costs. Those who can 
afford it will grimace and get 
on with the job of modifying 
aircraft and procedures. 
Those who can’t may fall 
even further behind. 

There was a certain irony 
about last month’s tragedy . 
at Shenzen, when a Bo ein g 
737, operated by China 
Southern, crash landed and 
burst into flam pc on the run- 
way. The re-structuring of 
Beijing’s monolithic civil 
aviation administration has 
spawned almost 30 sched- 
uled carriers. Only four are 
considered by the UK For- 
eign Office to be adhering to 
“internationally reco gnised 
maintenance procedures”. 
China Southern is one of 
them. 

Doubts also persist over 
the safety of domestic air 
travel across much of the old 


Soviet bloc. There the break 
up of Aeroflot has created 
more than 80 scheduled oper- 
ators. States yet to be given 
a clean bill of health farhirip 
Russia itself, Azerbaijan and 

Kagnlrhetan. 

With so many airlines 
Starting up in such a short 
time, the question for such 
emerging nations is how to 
find adequate resources to 
monitor their safety proce- 
dures. 

hi Africa, where air traffic 
control barely exists except 
around major cities, the 
Issue is often a si m pl e l ac k 
of funds. This year seen 
at least two crashes which 
are likely to exacerbate 
these problems. 

The FBI announced 
recently that it now viewed 
mechanical failure, rather 
than a terrorist bomb or a 
mis s il e, as the most likely 
cause of last year's TWA 
disaster off Long bland, in 
which 230 people died. The 
US National Transportation. 
Safety Board is keeping its 
options open but whatever 
the eventual verdict, the 
ramifications look certain to 
he expensive. Though the 
Board has yet to determine 
exactly why, it says evidence 
suggests that an explosion 
occurred when fuel vapours 
were ignited in the jet’s 


almost empty centre wing 

fuel tank. 

It has called for action to 
reduce the danger of a recur- 
rence. Of its four recommen- 
dations. only one is proce- 
dural. The others would all 
require aircraft modifica- 
tions and only one - the re- 
fuelling of aircraft from 
cooler ground tanks - 
appears to involve the Boe- 
ing 747 alone. 

If they are all translated 
into mandatory instructions 
by the FAA (Federal Avia- 
tion Administration) and 
safety authorities in other 
countries, they could affect 
not just the world fleet of 
1,000-plus 747s but other 
types with similarly located 
fUel tanks. 

The Board wants to see 
them fitted with heat probes, 
so that temperatures can be 
monitored on the flight deck. 
It suggests fitting insulation 
between the tanks and 
nearby equipment which 
generates heat. 

But it is the Board’s call 
for a new look at nitrogen 
inerting which could prove 
costliest Unless there is oxy- 
gen present vapours in the 
empty part of a tank cannot 
ignite. The US military has 
already tackled the problem 
on some aircraft. Incl uding 
the C5 transpeat, by ensur- 


ing that the miy of fuel and 
air is rendered harmless by 
increasing the nitrogen con- 
tent The military experience 
could help reduce the 
expense of applying such 
technology to civil aircraft 

When the possibility was 
considered in the late 1970s, 
American manufacturers 
warned that the total instal- 
lation and operational cost 
could reach $19bn over two 
decades, though an FAA doc- 
ument calling for in dustr y 
comments on all the NTSB’s 
recommendations leaves it 
unclear whether the esti- 
mate related to all the 
world’s operators - or just 
those in the US. 

Another recent disaster 
has cost implications specifi- 
cally for developing coun- 
tries. The collision between 
a Saudi Arabian Boeing 747 
and an Dyushin-76TD of Air 
Khazakhstan near Delhi- last 
November can only increase 
demands for the worldwide 
installation of TCAS (traffic 
alert and collision avoidance 
systems) which flash flight 
deck warnings when other 
aircraft come too close. 

TCAS has already pre- 
vented several potential acci- 
dents but its use in busy air- 
space continues to cause 
pilots some concern. It is 
proving an irritation to 


pilots on the North Atlantic, 
for example, where the 
development of mare accu- 
rate altimeters has allowed a 
recent reduction in mini- 
mum vertical separation 
between aircraft from 2000 
feet to 1000. There have been 

reports that the equipment 
has set off unnecessary 
warnings. As one pilots’ rep- 
resentative noted: ‘That’s all 
right as long as they don't 
say ‘oh - that thing’s always 
going off and Ignore it when 
there’s a real risk of cofli- 
sian”. 

Over Africa, however, 
such irritations would seem 
insignificant. Captain Tony 
van Heerden, a past chair- 
man of the International 
Federation of Airline Pilots’ 
Associations’ accident analy- 
sis committee, has put the 
problem in context: “For 
those of us who fly in the 
African region, TCAS is 
indispensable. Without this 
wanting system. It feels, 1 
imagine, as it would tapping 
a white stick as you cross a 
busy highway. You spend a 
lot of time hoping nothing 
hits you” 

The employment of TCAS 
is already mandatory in US 
airspace and will become 
progressively compulsory in 
Europe from 2000. The price 
for equipping a jet already 


^ v \ 



China Southern Boeing 737 which crash landed on the runway at Shenzen last month feppvtmmmtm 


fitted with the latest elec- 
tronic flight information 
systems is around $85,000. 
But it can be more expensive 
if the aircraft is well past its 
youth. It is in emerging 
states that such jets are 
most prevalent. The Interna- 
tional Civil Aviation Organi- 
sation. a forum for govern- 
ments, has begun sending 
specialist teams to countries 
whose safety authorities are 
most in need of advice. 


Meanwhile thetr counter- 
parts in the west can carry 
on fine tuning. 

The FAA has reacted to 
criticism that information on 
carriers subsequently 
involved in crashes had not 
been readily available to the 
public by listing lapses of 
procedure or maintenance — 
provided they merit fines of 
$50,000 or more - on the 
internet 

And in the UK, the Confi- 


dential H uman Factor Inci- 
dent Reporting Programme, 
which was devised to 
encourage first pilots, then 
air traffic controllers to 
report problems without fear 
of losing their jobs, will be 
extended on July 1 to 
include engineering and 
maintenance staff To those 
struggling with fundamen- 
tals, such sophistication 
must appear the height of 
luxury. 
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1900D Airliner 


Hawker 800 







Hawker 1000 



Raytheon offers the broadest line 
of aircraft in the industry. 
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I succeed, but thrive in fiercely competitive global markets. Raytheon. Commercial and 


defence 


Electronics engineering and construction, aircraft and appliances. If you want to know more about Raytheon 

** . Raytheon 


Contact our website on http://www.raytheon.com or call us on 0171 493 7172. 


Expect great things 
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NAVIGATION • by Michael Donne 


Safer, faster, 
and cheaper 
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FANS promises 
significant 
economic benefits 
as well as 
efficiency gains 

A multi- billion dollar global 
effort is now under way to 
ensure that the world air 
transport industry in the 
early years of the next cen- 
tury will possess a seamless 
global air navigation system, 
litis would enhance safety 
in the increasingly crowded 
aviation environment, and 
also help the industry to 
save money by reducing 
flight times arfd fuel bills. 

This is the Future Air 
Navigation System (FANS - 
otherwise known as Commu- 
nications, Navigation and 
Surveillance/Air Traffic 
Management, or CNS/ATM). 
now being developed undo: 
the aegis of the International 
Civil Aviation Organisation 
(ICAO), the 185 member- 
state aviation agency of the 
UN. 

This programme, which 
began during the 1980s, is 
now rapidly gathering 
momentum, although it is 
not expected to be completed 
until the early years of the 
next century. It has been 
devised to ensure safe, 
orderly and expeditious air 
transport where normal air 
traffic management is ren- 
dered difficult if not impossi- 
ble by the limits to existing 
radar and radio aids, for 
example over large oceans or 
remote desert and other 
areas. It should also ensure 
that air safety is enhanced 
in the many AIM areas 
around the world where air 
traffic is dense but where 
disparate levels Of capability 
and efficiency occur. 

The feature of FANS is 
that it is satellite-based. By 
using a hew technique called 
a ut om atic dependent surveil- 
lance (ADS), information on 
an aircraft’s precise position 
can be transmitted directly 
from its on-board electronic 
navigation systems via geo- 
stationary satellites (which 
maint ain a fixed position 
over Ihe earth's surface) to 
air traffic control centres 
without any . direct action on 
the part of the flight crew. 
The ATC centres, either en 
route, at destination or even 
the aircraft’s home base per- 
haps thousands of miles 
away, can track the air- 
craft's progress, and call it 
up if any signs of trouble 
emerge. The system gives 
the flight crew a freedom to 
chocse their own most direct 
course without intervention 
from the ground, thereby 
saving time and fuel This 
has given rise to the term 
“free flight", but through 
electronic air-to-ground data 
transmission links, control- 
lers nan a tfll monitor the air- 
craft and give warnings and 
directions if necessary. 

Another vita] element of 
the system is the creation of 
a new global aeronautical 
telecommunications network 
(ATN) that wffi link all ATC 
centres worldwide, enabling 
the swiftest possible trans- 
mission of vital information 
about all aircraft flights. 

The early version of the 
FANS system', called 
FANS- A, has already been 


extensively tested over the 
Pacific Ocean and the North 
Atlantic, with many coun- 
tries in Europe, North Amer- 
ica, Asia-Pacific and else- 
where involved, and has 
been found to work well. 

It has been shown already 
to give significan t economic 
benefits. For example, on a 
flight by an Airbus A-340 
between Los Angeles and 
Hong Kong, the use of 
FANS-A reduced the dis- 
tance flown by up to 370 
nautical utiles, a saving of 
some 48 minutes in flying 
time. 

When extrapolated over a 
year on some 160 return 
flights, this saving is calcu- 
lated to result in more than 
$4m. by trading the shorter 
sector into additional pay- 
load. There is a further gain 
of $690,000 in reduced operat- 
ing costs through reduced 
flying time. The payback for 
the costs of the advanced on- 
board equipment can be as 
short as two years. 

With the success of 
FANS-A in areas of low traf- 
fic density, for example in 
the Asia-Pacific region, the 
world air transport industry 
is now moving into the next 
stage, FANS-B, designed for 
areas of high traffic density, 
such as Western Europe, 
north-eastern US and parts 
of Asia-Pacific. It is here that 
the development of the aero- 
nautical telecommunications 
network will be crucial, -and 
many countries are now 
working on this, under the 
auspices of ICAO which has 
specifically defined the ATN 
a major development pro- 
gramme. 

Because different parts of 
the world have different air 
transport densities, and dif- 
ferent economic priorities, it 
is essential that the FANS A 
and B systems can be intero- 
perable, enabling aircraft in 
such a mixed air traffic man- 
agement environment to fly 
seamlessly between different 
parts of the globe without 
problems. 

FANS A. FANS B and non- 
FANS environments will 
probably therefore co-exist 
for many years. 

There is still much work 
to be done, especially in the 
Installation of the necessary 
advanced airborne and 
ground systems, and the pro- 
vision of more satellites, 
before the ultimate goal of a 
seamless global air traffic 
management system is 
achieved. 

It will also be costly, 
although no precise figures 
have yet been calculated. 
The ICAO is aware of this, 
and has set up a specialist 
body that includes the vari- 
ous mtematiohally represen- 
tative bodies of airlines, 
pilots, air traffic controllers, 
airports, satellite and elec- 
tronics equipment manufac- 
turers, and all other key bod- 
ies involved in CNS/ATM 
implementation. 

The aim, in the words of 
Dr Assad Kotaite, president 
of the ICAO council, is "to 
establish the closest possible 
links between all parties so 
that a firm framework for 
consolidation and co-ordina- 
tion can be established to 
facilita te a rational approach 
to global implementation of 
the new technologies”. 








The impending abofitton of tax and duty free shopping for passengers within the EU ccndd deprive airport operators of $500m-$750m a year 


Chek Lap Kota a second runway is to be bunt, even though the new Hong Kong mport to not yet open 


AIRPORTS • by Roger Bray 


Relentless search for retail solutions 


Pressure is on 
operators to tap 
new revenue 
streams to 
fund expansion 

From glossy shopping malts 
to virtual reality games, the 
world's airports are increas- 
ingly diversifying beyond 
their core business in a 
ceaseless search for new 
sources of income. 

it has been estimated that 
they will need to spend 
around $500bn by 2015 if 
they are to cope with soaring 
traffic. The prospect that 
they will get much of it from 
governments looks more and 
more remote. Europe's 
airport operators, in 
particular, are on the rack. 
Pulling one way is the need 
for massive investment, 
such as the *7.5m being 
pumped into the expansion 


of Berlin's Scbwnefeld. 
Tugging in the opposite 
direction is the impending 
abolition of duty and tax free 
sales to passengers flying 
within the European Union, 
which could deprive them of 
revenue totalling $500m- 
S750m a year from the 
summer of 1999. 

Three key factors, of 
which the first is a 
seemingly relentless 
increase in passenger 
numbers, are preoccupying 
the planners. The 
International Air Transport 
Association forecasts that 
the number of international 
and domestic air travellers 
will have increased by 36 per 
cent between 1996 and the 
turn of the century alone. 
That represents a jump of 
460m passengers, or more 
than six times the total 
handled last year by Chicago 
O’Hare, the world's busiest 
airport. Over the same 
period, it predicts. 


international passenger 
carryings, from and within 
the Asia-Pacific region will 
rocket from 134m to 201m a 
year - never mind domestic 
traffic. 

Airports are running to 
stand stllL Nothing could 
illustrate the fact more 
vividly than the recent 
announcement from Hong 
Kong that a $128m contract 
has been awarded to bund a 
second runway at Chek Lap 
Kok. even though the new 
airport is not due to open 
until next ApriL 

The second factor is 
continued pressure from the 
leisure and business travel 
sectors to hold down fares. 
There is plenty of evidence 
that companies which 
pruned travel expenses 
during recession have not 
returned to their more 
profligate ways. A recent 
American Express survey 
found that 96 per cent of US 
firms operated cost 


controlling air travel 
policies, compared with 81 
per cent in 1994. 

Finally, although the 
Dutch government's decision 
to throw the environmental 
implications of further 
expansion open to public 
debate could herald a sea 
change, business leaders fear 
that if their local airports do 
not keep pace in the 
competition for air traffic, 
they will lose commerce and 
industry to those that da A 
report commissioned by 
British Airways argued that 
if Heathrow's Terminal 5 
plan was rejected, higher 
fares and less convenient 
journey times could cost UK 
businesses another £Lbn and 
that the country's tourist 
industry could lose up to 
£L2bn. 

For those desperately 
seeking ways of squeezing 
quarts out of pint pots, the 
news has been mixed. 
Earlier this year Boeing 


decided there was 
insufficient demand from 
airlines to justify going 
ahead with the development 
of a 550-Geat Super Jumbo, 
leaving the field to Airbus 
Industrie. Against that, the 
average size of aircraft in 
service has increased - and 
with it the number of 
passengers per flight. 
Preliminary figures for last 
year from Airports Council 
International show that 
traffic rose by 6.1 per cent 
while aircraft movements 
increased by only 1.7 per 
cent. The difference was 
most marked in North 
America, where passenger 
numbers were up 6.8 per 
cent but take offs and 
landings increased by a mere 
02 per cent 

In Europe, perhaps 
because liberalisation is 
encouraging existing and 
start up airlines to develop 
new routes where traffic is 
too light to support the 


operation of big jets, the 
respective figures were 6.2 
per cent and 4.4 per cent 
Only Africa and Latin. 
America, where movements 
increased more rapidly than 
traffic, bucked the general 
trend. 

Delaying the need for new 
runways does not reduce 
pressure one te rminal space, 
however. The problem is not 
just one of overcrowded 
passenger concourses. Some 
airports, of which Munich is 
an example, are facing a 
shortage of aircraft parking 
stands. Small surprise then, 
that airports are looking 
beyond landing fees and 
associated revenues in the 
drive to increase revenues. 

The rise and rise of airport 
retailing is best exemplified 
by the UK's BAA, one of its 
supreme exponents. Between 
the financial years 1986/87 
and 1995/96, trading profit 
from aircraft handling 
charges at its flagship 


airport, Heathrow, roughly 
doubled from £120m to 
£252m. During the same 
period, the expansion of 
shopping boosted trading 
profit from other sources by 
nearly 3% times to £497m. 

Research by consultants 
Symonds Travers Morgan 
shows that other airports 
have a long way to go. 
however. At Vienna, for 
example, aeronautical 
revenues still represent 60.6 
per cent of the total against 
36.2 per cent from 
concessions such as 
restaurants and shops. At 
Copenhagen- the respective 
percentages are 34.6 and 55.1. 
And even at Amsterdam's 
Schiphol, which has 
developed something of a 
reputation for duty free 
shopping, the proportion of 
revenues accounted for by 
concessions (22J3 per cent) is 
only half that from aircraft 
charges. 

Concessions also include 


entertainment but airport 
managements bridle at any 
suggestion that they might 
become theme parks. Serious 
intent and the need to pro- 
mote amicable relationships 
with local communities is 
likely to dictate a strong 
educational theme. Besides, 
there is a danger that pas- 
sengers who are totally 
absorbed in virtual reality or 
gambling games could miss 
their flights. 

Some have been wary of 
exploiting captive markets 
through gambling. However, 
those with no flights to des- 
tinations outside the EU. 
who stand to lose their 
entire duty and tax free 
income, may find it hard to 
resist. Though it is an 
extreme example. Las Vegas 
airport’s 1000-plus slot 
machines are reckoned to 
turn over $20m-$22m a year. 
The prospect of earning even 
a small percentage of that 
must be sorely tempting. 
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Thomson-CSF is a world-class electronics 
company, with a truly European 
dimension.We cover the whole spectrum 
of activities in the fields of defense 
and professional civil electronics. 
That's our strength . 

Soon, we will he even stronger, with 
still greater competencies and R&D 
capabilities. Good news for us - and 
for our customers. 

Only one thing won't change: our 
commitment to delivering first-class 
solutions and top-quality services, 
backed by our teams around the world. 
Thafs more good news. 
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SHOWS • by Ian Verchfere 

Expensive, but the shows must go on 
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Manufacturers 
grudgingly 
acknowledge that 
they remain 
indispensable 

When the US aerospace 
giant McDonnell Douglas 
dropped out of the Paris Air 
Show in 1993, the company 
saved appreciably on what it 
felt had become an over -ex- 
pensive exercise in winning 
new business. 

What they hadn't quite 
appreciated, though, was the 
negative message their 
absence sent to one of the 
world's most intensely com- 
petitive and price-sensitive 
industries. 

Far from being seen as 
prudent housekeeping dur- 
ing lean times, speculation 
was rife that one of avia- 


tion's more august names 
was in trouble and could no 
longer afford to make its 
presence felt at an important 
Industry gathering. 

Such actions are not new. 
During the flat years of big 
defence contracts and limit- 
less air traffic growth, aero- 
space manufactureres and 
their legions of suppliers 
habitually rolled out the red 
carpet at the Paris and Fam- 
borough air shows on an 
indulgent scale. In the lean 
years that followed the col- 
lapse of the Soviet Union 
and the onset of industrial 
downsizing, however, tight 
balance sheets and even 
tighter mar keting budgets 
have dictated a more pru- 
dent and analytical approach 
to the complex task of sell- 
ing military hardware and 
commercial aircraft. In 
short, they asked, is it worth 


fh» candle? 

Most industry principals 
insist - some more grudg- 
ingly than others - that it is. 
But the whole air show cul- 
ture which this vast, and 
Increasingly international, 
industry has evolved since 
the end of the last war, has 
came under close scrutiny. 
Like few other industry 
gatherings, it is the scale of 
hospitality undertaken by 
the big companies and those 
keen to catch their eye 
which impresses the new- 
comer. For not only do they 
host non-stop bar and res- 
taurant operations through- 
out these typically week- 
long events, bnt they also 
commit huge amounts to fly- 
ing displays, static exhibits 
arid downtown awtartaming 

Among US and European 
manufacturers, where 
restructuring and consolida- 


tion have been most marked 
In the 1990s, there is a grudg- 
ing acknowledgment that 
events like Paris and Fam- 
borough - the world’s two 
premier International air 
shows - and regional shows 
at Dubai and Singapore are 
indispensable gatherings at 
which new contacts are 
made, old ones renewed and 
existing r elati on ships 
reinforced. It would be very 
surprising indeed," says 
Peter Taylor, the Society of 
British Aerospace Compa- 
nies’ exhib itions and events 
director, “if these firms 
didn't want to show off their 
products to peers and 
would-be customers." 

As organisers of the Fam- 
borough show the SBAC is 
not only providing a shop 
window for the UK aero- 
space Industry but also for 
many other exhibitors eager 


to present their wares. 

Similarly, thin year’s P aris 
air show - which alternates 
with Famborough - will be 
an unrivalled opportunity 
far world markets to observe 
what the French industry 
has to offer as well as get an 
update on the progress made 
in consolidating France’s 
two critical arms - family- 
run Dassault Aviation and 
state-owned Aerospatiale - 
into a more efficient whole. 

Rivalry between the two 
shows is intense. As the for- 
tunes of the British and 
French aerospace industries 
have waxed and waned over 
the years, so, too, have views 
an which is the better af the 
two events. While Gif as - 
the French industry associa- 
tion - has undoubtedly 
invested more in giving its 
Paris Le Bourget venue a 
better infrastructure, Fam- 


borough still wins many 
votes for its setting if not for 
its lacklustre management. 
The SBAC, however has 
been galvanised into a major 
overhaul of subcontractors, 
facilities and attitudes since 
the floor of the press chalet 
collapsed at last year’s Air- 
bus press conference. 

The Singapore and Dubai 
shows have also become 
essential events for many of 
the world’s top manufactur- 
ers eager to tap the burgeon- 
ing airliner and defence mar- 
kets of the two regions. As 
more intimate gatherings, 
they are already setting new 
standards of comfort and 
efficiency that have not 
passed unnoticed in Paris 
and Famborough. While 
they are described as 
regional shows, Singapore is 
seen by many as an event - 
like the huge Asia-Pacific 


market it serves - with the 
potential to overhaul the 
main European shows In 
time. 

As more developing 
nations seek a foothold in 
the aerospace sector, there 
has been an accompanying 
proliferation of smaller air 
shows. Here again, say man- 
ufacturers. the need to 
attend Is being driven by 
competitive forces. "Over 
the past two-year cycle 
alone,” explains Mr Taylor, 
"the SBAC has taken a UK 
pavilion at 100 per cent more 
exhibitions than previously." 
What thte means, he ad d s., Is 
that the marke tin g budgets 
of member firms are hring 
stretched as they struggle to 
maintain a presence and win 
new business in emerging 
markets. 

While some host nations of 
recently established shows 


are buyers of such equip- 
ment, others seek a manu- 
facturing role. For example, 
air shows in South Africa, 
Chile, Japan, Korea, China, 
India and Indonesia are all 
sponsored by governments 
eager to find a bigger manu- 
facturing role for local firms 
in what they see as "cutting 
edge technologies”. The cast 
of exhibiting at these events 
is also not always cheap. 

In at least one Asian 
venue, the combined cost of 
a hospitality chale t, exhibi- 
tion space and hotel rooms 
can be up to three times 
greater than that at Fambor- 
ough. "So we’re now in a 
situation," says Taylor, 
"where there are many more 
players attending many 
more air shows in an indus- 
try increasingly organised 
into many more interna- 
tional partnerships.” 
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All thanks to one nose, 


Flying. It's absolutely the greatest thing to ever happen to travel. 
Especially if you live somewhere with direct and efficient service. 
HU Thats the whole idea behind the Canadair Regional Jet™ 
Since Bombardier introduced it back in 1992, this one aircraft 
has saved thousands of travellers tens of thousands of hours, by 
flying them quicker and more comfortably to their destination 
or connection. □ With over 650,000 flight hours in service, not 


only is it remarkably reliable, the Canadair Regional Jet is also 
the quietest commercial jet in the world. What's more, it flies at 
higher altitudes to help give you a smoother ride along the way. 
□ It's no wonder why 16 airlines around the world including 
Lufthansa Cityline, Lauda-air, Air Littoral, Brit Air, Tyrolean, 
Air Canada and COMAIR have purchased or taken options on 
a total of over 450 regional jets with our name on the nose. 
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Launching a defence 


Ariane 5 is 
crucial, but costs 
must be cut in 
the face of stiff 
competition 

It may safely be said that 
these are times of tr ac tion 
for Arianespace, the France- 
based 63-company consor- 
tium that is the world's big- 
gest commercial satellite 
organisation. 

Ou July l, it win welcome 
a new chairman, Mr Jean- 
Marie Luton, director-gen- 
eral of the European Space 
Agency, who will take up 
the reins on the retirement 
of Mr Charles Bigot, who 
reaches the age of 65 this 
year. 

Less than three months 
later, ah being well, the new 
Ariane 5 rocket will make its 
second Sight from ESA's 
launch centre at Kourou in 
French Guiana. The tension 
in the run-up to this second 
mission promises to be 
intense: the rocket's maiden 
flight on June 4. 1396 ended 
in disaster when it exploded 
after just 40 seconds as a 
result of a computer soft- 
ware failure. 

Finally, a new Socialist 
government was recently 
elected in France which may 
have different priorities from 
its centre-right predecessor. 

The previous government 
was considering restructur- 
ing Arianespace to make it 
more commercial, in plans 
that were thought likely to 
include reducing the 32 per 
cent stake in the consortium 
held by the French space 
agency. 

Mr Francois Fillon, then 
space minister, said in April 
the aim was to “build a 
structure that was more 
market-oriented, more eco- 
nomic, more industrial, less 
public”. Whether the new 
government will consider 
such changes desirable 
remains to be seen. 

At present. French compa- 
nies own 55.5 per cent of 
Arianespace. German com- 
panies, including Daimler- 
Benz Aerospace, account for 
18.6 per cent and Italian 
groups 8.1 per cent Belgian 
companies own 4 per cent 
and UK organisations 3 per 
cent. 


The old centre-right gov- 
ernment's concerns about 
how the proposed restructur- 
ing was handled were 
thought to underlie its pref- 
erence for Mr Luton, whose 
appointment followed an 
argument with European 
aerospace executives. 

The battle began in March 
when Mr Francis Avanzi, 
who had been expected to 
succeed Mr Bigot as chair- 
man was summoned by Mr 
Fillon and told he was no 
longer the man for the job. 
The government was said to 
regard Mr Avanzi's manage- 
ment style as too confronta- 
tional. But its move was 
strongly opposed by Euro- 
pean space executives who 
said Mr Avanzi had demon- 
strated his managerial sfc-nis 
since becoming chief operat- 
ing officer of Arianespace 
last year. 

Mr Avanzi a former head 
of CFM, the joint venture 
between General Electric of 
the US and Snecma of 
France - is not now expected 
to stay with the consortium. 
His probable departure could 
be a serious blow at a time 
when Arianespace, which 
has in recent years taken a 
more than 50 per cent share 
of the world's commercial 
satellite-launching market, 
faces increasing competition 
not only from US rivals such 
as Boeing and Lockheed 
Martin, but also from Rus- 
sia, China and Japan. 

Ariane 5 is particularly 
important in the context of 
this increasingly shallow g tn g 
market since it offers the 
capacity to carry heavier 
payloads - a vital consider- 
ation as satellites become 
larger and more complex. 
When it eventually enters 
commercial service, it 
should be capable of launch- 
ing two satellites with a 
combined mass of 5.9 tonnes 
(or one satellite wei g hin g 6.8 
tonnes) into geostationary 
orbit 22,000 miles above the 
equator. 

This capacity is crucial if 
the group is to continue 
launching two satellites at a 
time, Ariane 4, the rocket on 
which the consortium's suc- 
cess in recent years has been 
founded, is simply no longer 
big enough. Arianespace 
nevertheless successfully 
launched lir satellites aboard 


10 Ariane 4 rockets in 
1996. 

Early this year, it emerged 
that the consortium had 
embarked on a drive to 
reduce costs in the face of 
this mounting competition 
by trying to reduce the time 
needed to prepare each Ari- 
ane rocket. It said at the 
time it was finding that a 
number of rivals were pre- 
pared to offer “very, very, 
very competitive prices" in a 
bid to penetrate the market. 
“Competition is more and 
more severe”, it said. “We 
have to defend our position, 
as leader.” 

Mr Roger Solari, 
operations director for 
French Guiana, described 
cost-cutting as “a major, 
vital objective". “We must 
reduce the costs of manufac- 


turing and launching our 
rockets," he said. He pre- 
dicted that link-ups among 
US companies would lead to 
“the lowering of space trans- 
port costs". “We have to deal 
with two new giants in the 
space transport world. This 
is the association of Lock- 
heed Martin and the associa- 
tion of Boeing McDonnell 
Douglas Rockwell. These are 
two market grants that have 
come on to the market with 
considerable products," he 
said. 

Mr Luton’s principal early 
priority win be ensuring the 
second Ariane 5 launch goes 

smoothly. Thereafter, he w£Q 
need to turn bis attentions 
quickly to protecting the 
consortium’s hard-won mar- 
ket leadership. It will be no 
easy task. 



Former space minister Franpote FBoo (right) backed Je o n - Ma rie Luton (toft) to taka over from Charles Bigot as 


ASIA • by Michael Donne 


Risks shared for future rewards 


Collaborative 
ventures with the 
West are seen as 
the region’s best 
way forward 

The medium to long-term 
outlook for the Asian aero- 
space industry Is now better 
than it has been for some 
time past This is largely as 
a result of the emergence of 
both actual and potential 
collaborative programmes 
with Western aerospace 
manufacturers, both military 
and dvfl. 

Over much of the period 
since the end of the second 
world war, the Aslan aero- 
space industry was either 
nan-existent or, for political, 
technological and financial 
reasons in various countries, 
tied to Western manufactur- 
ers. These companies, partic- 
ularly from the US and the 
UK, found willing and rea- 
sonably priced production 
skills readily available. 

While efforts were made 
for some indigenous aircraft 
development, notably in 
Japan, such products as 
emerged were never really 
significantly successful 
because of laek of develop- 


ment capital and the domi- 
nance of Western exports in 
Asian markets. 

Japanese production skills 
were harnessed to the pro- 
duction of Western military 
aircraft and helicopters 
under licence, to build air- 
frame parts for a succession 
of Western-built airliners, 
and to a collaboration with 
Rolls-Royce of the UK in the 
production of aero-englne 
components. 

China was for many years 
tied to the former Soviet 
Union and, although with 
Soviet assistance it eventu- 
ally developed a significant 
aerospace design, develop- 
ment and production capa- 
bility of its own especially in 
military aircraft (and also 
undertook extensive subcon- 
tract work on a wide variety 
of Western-designed civil air- 
craft and engines, including 
the Rolls-Royce Spey), for 
political reasons it foiled to 
exploit the possibilities of 
winning extensive foreign 
markets. 

All this is now changing 
There are four main factors 
for this. One is the wide- 
spread and growing recogni- 
tion that advanced technol- 
ogy (which it is generally 
accepted is acquirable most 


speedily through aerospace 
and associated activities 
such as avionics) is a key to 
much of the future economic 
development in several of 
the major countries in the 
region - rihiwa, Indonesia, 
Japan, South Korea and 
Singapore. 

Second, political tensions 
have led many countries not 
only to bolster their military 
aircraft procurement from 
the West (a trend which con- 
tinues to this day) but also 
to consider the possibilities 
of joint ventures or some 
other kind of participation in 
Western military aircraft 
programmes. 

The third factor is the 
rapid growth of commercial 
air links with the West and 
within the region itself The 
International Air Transport 
Association, representing 
most of the world's major 
airlines, has estimated that 
by about 1999, Asia-Pacific 
will represent just over 37 
per cent of the world’s total 
international scheduled 
flights, climbing to more 
than 50 per cent in the fol- 
lowing decade. 

This prospect has gener- 
ated a rising demand for 
commercial aircraft, initially 
Western-built But there is a 


keen desire to move onto 
risk-sharing production par- 
ticipation with the West or 
eventual wholly indigenous 
development if possible, 
although that remains a 
long-term vision. 

The fourth is the compara- 
tively recent emergence of 
China as a determined aero- 
space player in the region, 
which has concentrated 
minds elsewhere in Asia-Pa- 
cific. 

One illustration of the ris- 
ing tide of interest in aero- 
space is seen in the growing 
number of international air 
shows in the region. Apart 
from Japan and Singapore, 
which have had regular 
aerospace exhibitions for 
years, there are now several 
others - China, Indonesia, 
Malaysia and South Korea, 
for example - indicating rec- 
ognition of the benefits such 
shows provide as a means of 
demonstrating the host 
countries’ market desires 
and whatever indigenous 
capabilities they may 
have. 

It is recognised throughout 
the area, including China, 
that it is not yet possible 
either technologically or 
financially for any one Asia- 
Pacific country or group of 


countries to develop new 
types of large advanced air- 
craft such as Jumbo jets or 
other long-range, high-capac- 
ity aircraft. However, the 
extensive subcontract or 
risk-sharing manufacture of 
parts for such aircraft con- 
tinues. 

But the smaller, “regional 
type” of twin-engined short- 
to-medium range airliners 
can offer a reasonably 
speedy entry into the indige- 
nous manufacturing field. 
Several projects are now 
being lined up, notably the 
AE31X famil y of 100-SSater 
airliners in China through 
collaboration involving Avia- 
tion Industries of China 
(AVIC), Airbus Industrie and 
Alenia of Europe and Singa- 
pore Technologies. 

The Indonesian EPTN 
Gndustri Pesawat Terbang 
Nusantara) N-2130 is now 
also planned as a family of 
jetliners variously seating 
between 104 and 132 passen- 
gers. 

For its own part. South 
Korea is studying a broad 
range of civxl and military 
aerospace projects cm either 
an indigenous or collabora- 
tive basis, covering commer- 
cial passenger aircraft, light 
combat jets and trainers, 


and helicopters. Korean 
Air’s aerospace division, 
Daewoo Heavy Industries, 
Samsung, and Hyundai are 
interested parties. Western 
companies interested include 
the UK-French-Italian con- 
sortium Aero International 
(Regional) and Saab of Swe- 
den. 

In military aircraft, Lock- 
heed-Martin of the US is 
interested in a joint venture 
advanced trainer flight com- 
bat aircraft. The problem 
with all of the many projects 
now being mooted, however, 
is not just the technology 
transfer involved (which 
some in the West see as pos- 
sibly counter-productive in 
the long-term) but also 
money. 

Many of the Asia-Pacific 
countries interested do not 
perhaps recognise the sub- 
stantial sums that all aero- 
space ventures Involve, and 
find the facts daunting when 
faced with them. 

But Western companies 
must recognise that big out- 
lays and extensive technol- 
ogy transfers will be essen- 
tial if they expect to win a 
share of what will almost 
certainly be in the next cen- 
tury one of the world’s big- 
gest aerospace markets. 
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Toulouse Midi-Pyrenees 
business and living to the full 


Aerospatiale 
Airbus Industrie 
Alcatel Espace 
Bosch 

Laboratoires Fabre 
Matra Marconi Space 
Motorola 
Nutrition et Sante 
Pioneer France Mats 
Roquefort Sodett 
Sanofi Recherche 
Siemens Automotive 
StorageTek 

chose 

Toulouse Midi-Pyrenees 


Professionally, as for pleasure, 
Toulouse Midi-Py ranees offers a 
healthy balance. Business is at 
home; home is a pleasure. 

Ask 108,000 students, 65,000 
other Europeans, 10,500 scientists 
and -all the business leaders why 
they chose Toulouse Mfcfi-Pyr6n6es. 

They will be enthusiastic about the 
remarkable mix of technology and 
know-how: aeronautics, space, 
robotics, biotechnology, electronics, 
food and telecoms. 

But they are passionate about the 
sun, spectacular country, music or 
rugby - in other words, living to the 
full. 

Why not come and join them? 


Call us about 
your projects 
for relocation 

or partnership 
in Toulouse 
Midi-Pyrenees. 

Ton Wood, CDP 
36 EarTs Court Square, 
London SW5 9DQ 
Tefc 0171-370 6939 
Fax: 0171-835 2081 
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US DEFENCE INDUSTRY • by Bernard Gray 


Giants waking to reality 


US companies are 
competing much 
more aggressively 
for exports 
around the globe 


The end gam* is in sight in 

the current round of ration- 
alisation in the US defence 
industry. With quiet rum- 
blings from the Pentagon 
indicating that consolidation 
has gone about as far as the 
government would like to 
see, the shape of the winning 
teams is beginning to 
emerge. 

While formal approval has 
yet to be received, the 
merger of Boeing and 
McDonnell Douglas Is 
unlikely to face significant 
regulatory hurdles in the US, 
given the Pentagon’s desire 
to see the deal completed. 
Nor is vocal European oppo- 
sition likely to hold up the 
merger, although some 
face-saving concessions may 

be offered to the European 

Commission. 

The completion of the Boe- 
ing deal will create a com- 
mercial aerospace giant, and 
a rival to Lockheed Martin 
in the defiance field. These 
two companies are likely to 
share production of all 
future large military aircraft 
platforms, and may move 
further into the increasingly 
complex field of naval and 
land systems, as the example 
of studies on a heavily 
armed "arsenal ship” indi- 
cate. 

Both companies work on 
the F-22 stealth fighter for 
the US Air Force, with Lock- 
heed in the lead, and the 
new McDoanell-Boeing team 
will make the F/A-18 E/F for 
the US Navy into the next 
century. 

The other large pro- 
gramme which could shape 
any future consolidation of 
airframe makers, the $100bn 
Joint Strike Fighter. Is being 
fought out between the two 
companies. As McDonnell's 
rush Into Boeing's arms in 
the wake of its elimination 
from the JSF programme 
last year showed, it is a com- 


petition which neither of the 
remaining teams can afford 
to lose. 

The third emerging giant 
in defence will not be an air- 
frame platform manufac- 
turer in the same way as 
Lockheed and Boeing, but 
shifts in Pentagon philoso- 
phy may help the new 
grouping compete cm equal 
terms. 

Provided regulatory 
approval is forthcoming, 

Raytheon will bring together 

the missile capability of 
Hughes' and TI's defence 
businesses to add to its own 
existing expertise. It will 
also have a range of elec- 
tronic system capabilities to 
add to its specialities in pre- 
cision weapons. 

This range of activities 
may benefit if the revolution, 
in military affairs advocated 
by the retired vicechairman 
of the joint chiefs. Admiral 
William Owens, finally 
catches on. Admiral Owens 
sees the coalescence of 
sophisticated surveillance, 
high-speed command and 
control computers and preci- 
sion guided weapons produc- 
ing a "digital battlefield.” In 
this kind of information war. 
the US could map the loca- 
tion of all possible targets, 
communicate decisions on 
action to the appropriate 
commanders and deliver 
weapons on to their targets. 

No one is yet sure how far 
this vision will translate into 
reality, but it will play to 
some of Raytheon's 
strengths, helping to neu- 
tralise some of the tradi- 
tional advantages held by 
the aircraft platform makers. 
Lockheed is also very inter- 
ested in this area, and Boe- 
ing would be bound to take a 
hand if the Pentagon started 
to spend substantial sums to 
turn the Star Wars image 
into hard programmes. 

The fourth large US 
defence contractor, Northrop 
Grumman, could also benefit 
from any shift to informa- 
tion warfare. However, with 
the Pentagon’s seemingly 
final decision not to buy any 
more of its B-2 radar-avoid- 
ing stealth bombers, the 



Cockpit of F-22 superiority fig h t er 


question marks over 
whether Northrop Is big 
enough to remain an inde- 
pendent competitor will 
intensify. 

Northrop's skills in stealth 
and electronic warfare are 
well regarded by the Depart- 
ment of Defense, and would 
be a good acquisition for 
either Boeing or Raytheon, 
both of which lack stealth 


experience. 

However, Boeing may be 
ruled out on the grounds of 
its scale, leaving the possi- 
bility that some kind of rap- 
prochement between Ray- 
theon and Northrop is likely. 

The shape of the compa- 
nies likely to dominate the 
US defence scene may be 
reasonably clear, but there is 
likely to be a shaking-out 
process as. outposts of the 


new empires which do not fit 
well are divested. Other 
parts are equally likely to be 
sold because of Pentagon 
concerns about excessive 
concentrations of power in 
specific areas. 

The slowing in the pace of 
merger activity which will 
accompany a period of intro- 
spection may be a disap- 
pointment for New York 
investment bankers, but the 
industry probably feels the 
need for pause. A phase In 
which the recent deals are 
digested Is necessary, as 
companies come together to 
farm new cultures and their 
boards drive through the 
rationalisation benefits 
which are the justification of 
past deals. 

Yet while the new struc- 
ture will take some time to 


Settle down, it will not be 
long before US companies 
return to the offensive as 
larger and leaner competi- 
tors. 

With the domestic market 
largely rationalised, and 
spending by the Pentagon 
likely to remain static, US 
attention will move increas- 
ingly to the international 
marketplace fin 1 new oppor- 
tunities. 

US companies are already 
competing much more 
aggressively for export 

opportunities around the 
globe, with the emerging 
markets of the Pacific Rim 
and central Europe being 
added to the traditional 
areas of Nato members and 
Middle Eastern states. 

However, although compe- 
tition is hotting up in these 
markets, the US approach is 
still largely based on tradi- 
tional arms sales. It cannot 
be long, however, before US 
manufacturers, balked at 
home, seek deeper ties with 
their European rivals. 
Already companies such as 
British Aerospace and 
Daimler-Benz have bad part- 
nership links to the US on 
particular aircraft or tech- 
nology ripmftns tr a tnrs. Those 
links could be stronger in 
fixture. 

If Europe fails to rational- 
ise its defence industry to 
meet the challenge posed by 
the new US giants, then it 
will lack the scale or low 
cost base it needs to com- 
pete. Eventually, in a bid to 
survive, European compa- 
nies may turn towards US 
counterparts for deep alli- 
ances which will give them a 
lifeline. 

The US may see an oppor- 
tunity to divide and rule the 
European defence industry 
by offering attractive pro- 
duction partnerships to com- 
panies, which will eventu- 
ally force them into the role 
of sub-contractors to the US 
giants. 

So for the US has not fully 
realised that it holds this 
market power, but if the 
Europeans continue to 
dither, that realisation will 
not be long in coming. 




In The Aerospace 
Financing Market, 
We've Developed A 
Very Lo\al Following. 
Our Competition. 


Those with a pioneering spirit and the resources to back it up 
will always be ahead of tire pack. In the aviation industry, it's 
QBC Wood Gundy. Our Airlines, Aerospace and Defense 
Group remains out in front, bringing innovative 
financing, solutions to new frontiers in Eastern 
Europe, Latin America and emerging Asia. 

We have a dedicated team of financing 
professionals in the field. They're constantly 
exploring new markets, always ready to turn an 
idea into an opportunity Our capabilities include 
merdiant banking, high yield finance, private 
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and asset-based finance. We're also product 
experts in leasing, export credit and public 
finance. And this expertise is backed by the 
resources of one of the world's strongest financial 


institutions, the Canadian Imperial Bank of Commerce. 

To put CIBC Wood Gundy to work for your company. 
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(212) 856-6600 or e-mail aero@CIBC.com. 
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EUROPEAN DEFENCE INDUSTRY « by Bernard Gray, 








Tho Eurafighter wiH meet requirements of the four partner countries; UK, Germany, Italy and Spam 


Hesitancy 
under attack 


The UK, France 
and Germany 
need to act soon 
to protect their 
capabilities 


"Hurry up and wait" might 
be the motto for the rational- 
isation of the European 
defence Industry. Investment 
bank rain-makers, who have 
been predicting a flood of 
deals for several years, have 
given up waiting for the del- 
uge. "People continue to tell 
me things are about to hap- 
pen, but I’ve given up hold- 
ing my breath,” said one 
recently. 

Industrialists seem almost 
as downcast about the rate 
of progress. In spite of 
repeated rounds of talks and 
punishing flight schedules 
which must make the air- 
lines' mouths water, frustra- 
tion at the lack of progress is 
beginning to tell, with cyni- 
cism replacing optimism as 
th e predominant feeling. 

There have been some 
small successes in bringing 
together particular sections 
of the Industry - the Matra- 
BAe Dynamics Joint venture 
in missiles being the whining 
recent example. But the 
birth pangs of that deal, 
three agonising years in the 
making, give some indica- 
tion of the difficulty 
involved. The fact that it has 
not been followed by more 
substantial deals in spite of 
the announcement that 
McDonnell Douglas and Boe- 
ing intend to merge, under- 
lines the point 

Behind the difficulty is the 
difference in attitude of the 
three European countries 
with very large defence man- 
ufacturing bases. Britain is 
in principle keen to rational- 
ise as soon as possible, but 
having cut the cost of its 
own manufacturing base it 
is insisting that it will not 
pay for the cuts needed in 
France or Germany. 

Germany accepts the need 
for rationalisation in princi- 
ple. but has not yet braced 
itself for the political pain 
which would accompany 
large-scale job losses. While 
its industry is in private 
hands, most companies are 
subsidiaries of much bigger 
general engineering or elec- 
tronics companies such as 
Daimler-Benz or Siemens. As 
a result, the boards of these 
giants have not necessarily 
focused as clearly on the 
need for rapid change and 
cost reduction as their Brit- 
ish counterparts. 

France’s industry is still 
largely in state hands, frag- 
mented into several groups, 
and is isolated from the rest 
of the European industry as 
a result of French decisions 
to go it alone on many big 
defence programmes. As a 
result, it is keen to consoli- 
date Internally to improve 
its bargaining position 
before it enters European 
deals. 

Both France and Germany 
are suspicious that the Brit- 
ish are keen to strike deals 
now because the UK's leaner 
industry is in a good posi- 
tion to negotiate while the 


profitability of Continental 
companies is under pressure. 
In particular, French compa- 
nies are keen to delay 
because civil orders are pick- 
ing up. and the decline of 
the franc against the dollar 
will eventually give a boost 
to civil aircraft profitability. 
This process is leading to 
French foot-dragging over 
the incorporation of Airbus, 
and is also slowing down 
talks on military deals. 

Philosophically, France 
and Germany would also 
like to see gentle rationalisa- 
tion along the lines of cosy 
joint ventures which pre- 
serve the traditional Conti- 
nental social consensus. 
Britain on the other hand, 
feels that more radical sur- 
gery is needed to respond to 
the emerging US gorillas. 

All three countries are 
reluctant to give up the sov- 
ereignty which would be 
implied by a pooling of their 
defence industries, and have 
so for not been prepared to 
make many of the compro- 
mises over the operational 
capability of the weapons 
they want, which would 
make it easier to produce 
common programmes. 

As a result, little progress 
has been made. British Aero- 


Talks keep 
breaking down 
over the lack 
of a common 


view on 
the way 
forward 


space and Daimler-Benz 
Aerospace have much in 
common, with the vast bulk 
of both companies' manufac- 
turing likely to be on Airbus 
airliners or the Eurofighter 
combat jet in the early years 
of the next century. Yet talks 
between the two keep break- 
ing down over personality 
differences and the lack of a 
common view on the way 
forward. 

There are also murky sug- 
gestions that every time the 
two appear to edge closer, 
France, fearful of being mar- 
ginalised, intervenes to pre- 
vent progress by reminding 
German politicians of where 
their natural alliances lie. 

One other natural polo 
around which rationalisation 
could take place is a merger 
of Thomson-CSF of France 
and GEC-Marconi of the UK 
to form a European defence 
electronics giant. Yet 
France, apparently fearful of 
the financial power of Mar- 
coni's parent GEC. has shied 
away from the idea. Anri 
while Thomson has been 
slated for privatisation, a 
full-scale deal with GEC was 
ruled out, when Its attempt 
to bid alone for Thomson 
was vetoed. 

Neither of the two bids 
which were permitted for 
Thomson would have pro- 
duced effective European 
rationalisation. The Lagan- 
dfcre Group's bid does 
involve BAe and Daimler- 


Benz. but the structure pro- 
posed by Lagardi-re would 
cement in a French majority 
across Thomson's operations 
and restrict foreign compa- 
nies tu minority participa- 
tion in limited parts of the 
business. 

This would effectively Bal- 
kanise the electronics indus- 
try and would not allow the 
management of the rather 
unwieldly joint venture to 
rationalise the different busi- 
ness areas effectively. On 
the other hand. Alcatel's bid 
would not produce any 
rationalisation at all. And 
while it would potentially 
open the door to talks with 
GEC on pooling Thomson 
and Marconi, Alcatel seems 
more interested in talks with 
French aircraft makers Das- 
sault and Aerospatiale, with 
the possibility of creating a 
French national defence 
champion. 

Even Airbus, the other 
hope for rationalising the 
aerospace sector, is slowing 
rather than speeding the 
plough- Aerospatiale, which 
would see the bulk of its 
operations transferred to 
Airbus If it became a single 
company, is dragging its 
heels. Yet the formation or a 
joint company in Airbus 
would bring the aerospace 
manufacturers together and 
migbt help in pooling 
defence assets. 

All of this manoeuvring 
for position may seem to be 
in the interests of each indi- 
vidual party, but it means 
that the European industry 
as a whole is sleep-walking 
towards a position where 
highly competitive US giants 
can squeeze the Europeans 
out of export markets and 
increasingly threaten the 
manufacturers at home. 

Under those circum- 
stances. the private sector 
companies in a position to 
act may seek their salvation 
elsewhere. BAe and GEC 
could team up after their 
long on-again-off-agnin rela- 
tionship. Either or both 
could seek transatlantic 
deals which would make 
them junior partners but 
would ensure survival. 

Germany, never enthusias- 
tic about the defence busi- 
ness, might be tempted to 
sell out. Siemens is already 
looking for a buyer for its 
military business, and there 
are long-standing tensions in 
Duimler-Benz Aerospace's 
relationship with its parent 
car maker which might 
eventually lead to a parting. 

Under those circumstances 
France, which seems keen to 
hong on to self-sufficient 
ways, might be tempted to 
go it alone. But it would 
only be a matter of time 
before its industry was mar- 
ginalised. 

Such a series of outcomes 
would clearly not be In. the 
best interests of the Euro- 
pean industry, yet the barri- 
ers to successful rationalisa- 
tion. and the current 
complacency of many 
involved, mean that sensible 
decisions arc in danger of 
being missed. 

If Europe wishes to avoid 
being divided and rulod. it 
had better act now. 
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MILITARY AIRLIFT • by Bernard Gray 



The need for 
transporters 
increases but 
decisions seem 
painfully slow 

Sometimes the world 
military airlift seems 
move as slowly as the air- 
craft themselves. 

While the apparent need 
for airlift seems to increase 
almost daily - as Nato forces 
move towards rapid reaction 
and away from large-scale 
confrontation in well-defined 
locations - decisions on 
which air transporters to 
procure seem painfully slow. 

McDonnell Douglas’s 0-17 
passed its biggest hurdle 18 
months ago when the Penta- 
gon decided that the perfor- 
mance and value for money 
of the aircraft had improved 
sufficiently for the US Air 
Force to complete its fleet of 
120 aircraft 

The decision to buy 80 air- 
craft, worth $18bn to the 
company over seven years, 
must have come as a great 
relief to Douglas employees 
at Long Beach, California, 
and to McDonnell executives 
in St Louis. 

Even so. the sheer cost of 
the aircraft has made it diffi- 
cult to turn it Into an export 
prospect Overseas custom- 
ers are Bald to have been 
offered the aircraft at about 
$200m each, which Is expen- 
sive even for traditional pur- 
chasers of sophisticated Pen- 
tagon equipment, such as 
Japan. Nato’s European 
wing has not seen fit to 
stump up for the strategic 
lift capability that the air- 
craft would offer. While 
there has been general inter- 
est in the aircraft, there 
have been no buyers. 

For all that, the C-17 may 
be faring better than its com- 
petitors. Lockheed is having 
teething troubles with the 
latest manifestation of its 
workhorse, the C-130 Hercu- 
les. The new two-pilot, 
C-130J which features digital 
avionics, fly-by-wire 
systems, more powerful 
engines and propellers and 
other improvements, is in 
danger of upsetting one of 
Its most ardent fans. 

The Royal Air Farce was 
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McOonnefl Douglas C-17: USAF decision to buy 80 aircraft worth £18bn has come m a grant refer 


prepared to back the C-130J, 
in spite of a fierce industrial 
fight with Br itish Aerospace 
in 1994, because it needed 
aircraft quickly and felt that 
the proven pack-horse was a 
better bet than the European 
Future Large Aircraft. 
Unfortunately, Lockheed has 
rather let down its launch 
customer, and first deliveries 
of the aircraft will be at least 
a year after the scheduled 
November 1996 date. 

The more powerful Allison 
engines and advanced Dowty 
propellers have created an 
unusual air flow over the 
wings in some low-speed 
conditions, which could 
cause the aircraft to stall A 
correction is being Intro- 
duced, but ft is not Ideal 

There have also been prob- 
lems with new flat-panel dis- 
plays for the cockpit, which 
have delayed completion of 
the avionics for the aircraft. 
Lockheed says it is confident 
that the problems will be 
resolved soon, but the com- 
pany is likely to face penalty 
payments to the RAF of 
between £20m and £40m, 
because the air force will 
have to keep its old Hercules 
in service, with their higher 
maintenance costs and 
three-man crews. 

Backers of the Future 
Large Aircraft are in no posi- 
tion to crow, however. In 
spite of moves to transfer 
development of the aircraft 
to Airbus at the Paris air 
show two years ago, little 
progress has been made on 
starting development work. 
The manufacturers backing 
the FLA recently failed to 


win $75m of pre-development 
funding they were looking 
for to flesh out some aspects 
of the design while they wait 
to see whether the aircraft 
will win formal backing 
from the governments of 
France, Germany, Britain 
and Italy. 

In essence the problem is 
that military budgets are 
under pressure in all four 
countries, particularly in the 
approach to European eco- 
nomic and monetary Tminm. 
France and Germany can 
wait to replace their airlift 
capability, and are tempted 
to delay the programme 
until the squeeze of Emn has 
passed. 

Britain, and to some 
extent Italy, will have to 
make earlier decisions about 
their ageing fleets. Weak an 
the FLA would have to start 
immediately to meet 
Britain's need to replace its 
second batch of 30 old Hercu- 
les from 2004. 

With no money in govern- 
ment budgets, defence minis- 
tries keep trying to talk of 
commercial funding for thp 
FLA. However, no one has 
managed to find a formula 
which commits gover nm ents 
firmly enough to buying the 
aircraft on terms acceptable 
to the manufacturers and 
which any banker would 
accept 

In part these problems are 
a function of the low p r io ri t y 
accorded to airlift by the mil- 
itary. This essential, but 
un glamorous, role finds it 
diffi cult to win the battle for 
funding, even though mili- 
tary. emphasis is shifting 


towards rapid deployment. 
Trouble spots such as Zaire, 
Bosnia and Rwanda may 
underline the need for airlift, 
but they do not seem to 
make it easier to get aircraft. 

The example of Britain 
underlines thi.n point. The 
TJX has command of the 


Nato ACE rapid reaction 
corps. It has also set up a 
permanent joint headquar- 
ters and has brought air- 
borne troops and marine 
commandos together in a 
rapid reaction force. The pre- 
vious Conservative govern- 
ment was gradually wipin g 
the forces towards more 
mobile units which could be 
deployed globally - a move 
likely to be accelerated by 
the new administration. 

Yet for all that, the UK is 
struggling on with its old 
Hercules fleet, has yet to 
receive any new C-130Js, 
cannot decide whether to 
lease half a dozen C-17s for 
strategic airlift, and has not 
formally nommitted itself to 
the FLA. 

Perhaps the fact that air- 
lift can be chartered on the 
international market or bor- 
rowed from the Pentagon Is 
to blame. Whatever the rea- 
son. airlift remains a Cinder- 
ella service. 



Lockheed C-130J: first defivaries of latest manHtatBtkm to RAF wfl be at least a year late 


MISSILES > by Bernard Gray 


Pentagon Sidewinder surprise 


Recent 

developments 
have confounded 
expectations for 
this year 

The year following the 1996 
Famborough air show was 
to have been the year of the 
two missile competitions. 
Instead it has turned into 
the year of the two missile 
companies. 

Attention was focused on 
the prospect that the Penta- 
gon would be buying a new 
short-range missile for the 
US Navy to replace its vener- 
able Sidewinder, at almost 
the «mw> time that the Brit- 
ish M inistry of Defence was 
to order a new long-range 
missile for the Eurafighter. 
Since Britain had a new 
short-range missile to offer, 
and the US had a long-range 
weapon it was keen to 
update , a Hpaj seemed possi- 
ble. 

Life, however. Is not like 
that At the end of last year. 


under pressure from a 
deeply conservative US 
Navy, the Pentagon plumped 
for an Improved version of 
the existing Sidewinder. 
Hughes won the $l69m 
development contract with 
itB Evolved Sidewinder bid 
in a victory which is likely 
to give it manufacturing 
business worth $2bn. British 
Aerospace, which had 
offered its Advanced 
Short-Range Alr-to-Air Mis- 
sile, was deeply disap- 
pointed. 

The decision prompted 
Raytheon, which had been in 
talks to buy Hughes earlier 
in the year, to renew its 
interest in the company, 
which had bean formally 
placed on the market by its 
owner. General Motors. 

Raytheon eventually beat 
Northrop Grumman to file 
punch for the business, and 
if the .deal gets regulatory 
approval it will have control 
over US short and medium- 
range air-to-air missiles, US 
ship anti-air miMilwi, Toma- 
hawk land-attack missiles 


and air-to-ground Joint 
Stand-Off Weapons. Ray- 
theon wonld be so strong 
that the Pentagon, which 
does not oppose the deal in 
principle, might force it to 
divest some of its business to 
maintain competition in the 
US missile market 

Tw Europe, as namil, thing s 
are less clear cut The Brit- 
ish MoD, faced with rival 
bids for its £900m Euro- 
fighter missile competition 
from a European team led by 
Matra BAe Dynamics, the 
joint venture successor to 
BAe in missiles, and the 
British end of the US giant 
Hughes, did not make a deci- 
sion. Instead it opted to give 
both teams £5m to reduce 
the risks in their bids, and 
delayed a decision for 12 
months. 

Interpretation of the 
MOD’S action is varied. The 
MoD says that the decision 
was made purely because 
there was too much uncer- 
tainty about the technical 
proposals offered. In essence, 
the MoD wants a missile 


capable of manoeuvring at 
long ranges, to give the 
Eurafighter a greater chance 
of victory in any fight. To do 
this both teams proposed 
adding a ram-jet to a conven- 
tional missile, a technology 
which has been tried before, 
but not on a missile as grawTi 
as those proposed. It is this 
the MoD wants investigated. 

Yet there is a suspicion 
that delay favours the Euro- 
pean team. Hughes 1 offer is 
based on its existing 
Advanced Medium Range 
Air-to-Air Missile, while the 
European offer needs to be 
developed This puts Matra 
BAe at a cost disadvantage - 
unless another Eurofighter 
nation also wants to procure 
the missile and contribute to 
development funding. 

Germany would be a natu- 
ral partner, but its budget 
problems mean that it is 
unwilling to sign up now. 
Delay gives -Matra BAe lon- 
ger to sign the Germans up. 

In this context rival bid- 
ding for the French defence 
electronics group Thom- 


son-CSF provides an inter- 
esting straw in the wind. 
Lagardere Group, the parent 
of the French half of Matra 
BAe, Is bidding and has 
recruited LFK, the missile 
subsidiary of Daimler-Benz 
Aerospace, to its team. 

Matra BAe Is also to take a 
minority stake in LFK, In a 
move which confirms that 
there is likely to be only one 
significant missile house in 
Europe, based around Matra 
BAe Dynamics. This will be 
particularly true if Lagar- 
d&re wins Thomson, when 
efforts to form a second mis- 
siles business around a com- 
bination of Aerospatiale, 
Thomson and LFK will have 
been undermined. 

Even if Lagardfere does not 
win Thomson, it seems 
unlikely that a second mis- 
sile house will emerge In 
Europe. It will then be Inter- 
esting to see which of the 
two new emerging power 
houses can consolidate its 
position, cut its costs and 
start winning international 
business most quickly. 
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by Bernard Gray 


A world standard fighter takes shape 



The project is 
likely to get more 
funds and be in 
service sooner 
than expected 


The Joint Strike Fighter is at 
first blush one of the win- 
ners in the Pentagon’s 
recent defence review. There 
■were fears that the combined 
9350bn cost of Lockheed's 
F-22 stealth fighter. McDon- 
nell's F/-18 E/F US Navy 
strike fighter and the Joint 
Strike Fighter could break 
the Pentagon's budget and 
lead to cancellation. But all 
three survived - and the JSF 
took the smallest relative 
cut. 

Far from crashing and 
burning, the project has 
gained ground an its compet- 
itors. 

The 3,000 aircraft pro- 
gramme is intended to pro- 
vide the US Air Force with a 
replacement for Its single- 
engined agile F-lfl, the US 
Navy with a “first day of the 

war" stealth strike fighter to 
replace its Grumman F-14& 
and early F-18s, and the US 
Marines with a supersonic 
replacement for the vertical 
take-off and igniWng McDon- 
nell AV-88 Harriers. 

Neither Boeing nor Lock- 
heed. which are competing 
to provide the design for the 
JSF. will lose sleep over 
about 100 aircraft being cut 
from the cumber provision- 
ally allocated to the US Air 
Force. They are likely to 
fOCUS Inctaari on the fact that 
the Pentagon has ordered 
the Navy to cease production 
of the F/A-18 E/F from 2008. 
if the JSF is ready to replace 
ft. 

The US Navy has been 







Boeing’s JSF, rixmm ki Royal Navy marfcfngs, has buflt on ttw strengths of the Harrier's HR system 


US Marine Corps variant of LocMieed Martina JSF concept 


very reluctant to apply the 
principles of radar-avoiding 
stealth technology to its air- 
craft. That may be In part 
because of the difficult envi- 
ronment and dangers 
Involved In operating fast 
Jets from aircraft carriers. 
But the natural conserva- 
tism of the service, and the 
fact that the idea was 
invented by the Air Force, 
have also played a 
part. 

Now, however, the Penta- 
gon’s decision seems to 
Imply that it will insist that 
the Navy embraces stealth 
and abandons its old ways. 
The Revolution in Military 
Affairs being proposed by 


aarne US thinkers, under 
which America would make 
full use of all of its technolo- 
gies to dominate any battle 
space at mhihwal risk, is in 
part behind the move. 

Whatever the reason, the 
push Is likely to mean that 
JSF gets more funding far 
earlier development, Is 
likely to be in service 
sooner, than earlier predic- 
tions suggested. 


The prospect of $l00bu of 
sales in the US and as much 
again abroad Is a mouth- 
watering prospect for manu- 
facturers. The programme is 
so I mpor t a nt that the loss of 
the deal would be a near-fa- 
tal blow. The aircraft is so 
imp or tan t that eliminati on 
from the competition last 
autumn was sufficient to 
force McDonnell Douglas to 
sue for terms with Boeing. 


With the aircraft having McDonnell has suffered a 
the benefit of a huge home number of other blows, but 


market production run, 
strong export sales are 
likely, and the JSF could 
become the world standard 
fighter in the first quarter of 
the next century. 


the loss of its place in the 
JSF programme made its 
position in the fighter busi- 
ness untenabla 
So critical has the pro- 
gramme become that ana- 


lysts are starting to say that 
JSF is too important for 
either of the remaining com- 
petitors to lose. As a result, 
many say that the Pentagon 
will ensure that whether 
Boring or Lockheed's design 
is successful In the 2001 run- 
off both manufacturers wfil 
be included in the final con- 
tract. 

Before that, however, the 
programme has to survive as 
a single entity. There are 
strains involved in trying to 
reconcile all the competing 
requirements in (me aircraft 
While the manufacturers say 
that the compromises 
needed are small, and the 
commonality Is great, the 
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two very -different design 
approaches tell a different 
story. 

Lockheed's design has the 
look of an F-22 remade far 
the mass market Its looks, 
its parentage, its low cost 
and low risk will clearly 
appeal to the Air Farce as it 
tries to extend stealth to all 
its fighters. However. Lock- 
heed’s approach to solving 


something designed to 
appeal to the Marines as a 
heavy machine capable of 
bringing large bomb loads to 
attack the beach. Its looks, 
however, are unlikely to 
appeal to Air Force generals 
used to pencil-sharp darts. 

Given that the Navy is not 
that keen on the aircraft 
anyway, the programme 
may split into a Marine and 


the problem of sharbtake off Air Force variants which are 
«n4 vertical landing may very different. This would 


find less favour with those 
who have to fiy under com- 
bat conditions. 

Boeing has built on the 
existing strengths of the 
Harrier’s lift system, and has 
an aircraft which looks like 


trace back to the roots of the 
programme, where Congress 
artificially crunched efforts 
to produce two very different 
aircraft into one programme. 

This makes life diffi cult 
both for the US manufactur- 


es, and for foreign compa- 
nies keen to Join the pro- 
gramme. In particular Brit- 
ish Aerospace is In a deep 
bind over which team to 
join. A derision has been 
held ap for almost six 
months. 

The British Ministry of 
Defence has put 3200m into 
the JSF programme in the 
hope that it will produce an 
aircraft capable of replacing 
the Sea Harrier on any 
future aircraft carrier. Now 
that BAe’s original partner 
has b ee n eliminated. It must 
choose one of the new teams. 

Ohoffldng Boeing might 

seem more sensible, because 
its design is more likely to 
produce the aircraft the 
Royal Navy wants, is based 
on ideas originally fleshed 
out by BAe in the Harrier, 
and Boring had offered BAe 
more interesting intellectu al 
on its programme. 

But going with Boeing 
would be seen as highly dis- 
loyal by BAe's European 
partners in the Airbus civil 
pj rHwpr programme. If Air- 
bus is to form a strategic 
link with any US manufac- 
turer, it Is more likely to be 
Lockheed than Boeing, and 
BAe could then find itself in 
the uncomfortable position 
of being part of the wrong 
partnership. 

Lockheed has in any event 
improved its offer to reflect 
Boeing's proposal, and its 
aircraft would offer the pros- 
pect of a much longer pro- 
duction run of conventional 
take off aircraft for the 
world’s air forces. 

As Sir Richard Evans, 
BAe's chief executive, pan- 
ders these possibilities he 
must be reflecting that even 
great opportunities are not 
without their headaches. 





A bespoke and 


expensive industry 


High costs make 
it difficult to win 
orders from, 
cash-strapped 
governments 


After years of inactivity, it 
took the biggest merger in 
the aerospace sector to start 
the rationalisation of the 
much smaller helicopter 
industry. Only the merger of 
Boeing and McDonnell Doug- 
las, ft seems, was enough to 
produce real progress in an 
industry which seems stuck 
in the 1830s. 

If the merger receives reg- 
ulatory approval two of the 
four US helicopter manufac- 
turers will at last be brought 
together. Boeing, which 
hisItpb the Chinook muHi nm 
transport helicopter and is a 
half-partner with Bell in the 
$42hn V-22 Osprey tilt-rotor 
programme, will Join McDon- 
nell Douglas, maker of the 
AH-64 Apache tank -busting 
helicopter. 

Whether this aspect of the 
merger will result in much 
short-term saving is, how- 
ever, doubtful. Perhaps this 
is why the momentum for 
rationalisation has been 
lacking. Helicopter design 
and production are so idio- 
syncratic that the machines 
may always be bespoke and 
expensive. 

There may be some small 
savings if production is con- 
centrated at (me Boeing site, 
however. There are almost 
certainly savings to be made 
in the support and maintain- 
ance of existing helicopter 
fleets, and in the marketing 

Of new rnaphfnpq 

It will be in the design and 
production of new equip- 


ment that real gains can be 
made. Boring is working on 
tiie new RAH-68 Comanche 
scout and attack helicopter, 
and Its team may learn from 
the experience of McDonnell 
engineers In updating the 
Apache to take the new 
Longbow radar system. 
ImpimmnCTilii may also be 
made In the Comanche 
design as a result of the 
Apache demonstrating the 
need for modular systems, so 
that helicopters can be more 
easily maintained in the 

flgld 

Provided the merger is 
handled sensibly, and the 
experience of both teams of 
engineers is brought to 
bear, Boeing could be a win- 
ner In this sector of the 
market. 

Tlie company may also 
benefit from the Pentagon’s 
recent derision to Increase 
the rate of production of the 
Osprey - even though total 
numbers to be procured 
were cut In the recent 
defence review. With produc- 
tion of Chinook and Apache 
helicopters at a low ebb, the 
company could use the extra 
work in its factories now, 
particularly as it hopes that 
dvfl arid export orders will 
eventually replace Pentagon 
demand. 

Meanwhile, the other two 
US manufacturers. Sikorsky 
and Bell, continue to lan- 
guish. That is also the sorry 
state of the three European 
competitors. Eurocopter, 
Westland and Agusta. 

These companies show 
that while rationalisation 
benefits do not flow easily in 
this industry, the Hig h costs 
of production make it vary 
difficult to win orders from 
cash-strapped governments. 


Consolidation may not be 
easy, but the laws of the 
market continue to apply. 

Eurocopter has at least 
won approval far its Tiger 
attack helicopter, although 
production Is to be much 
Slower than originally envis- 
aged. France will not get the 
first of its anti-tank versions 
of the Tiger for more than a 

And while both the French 
and German governments 
are still committed to the 
NH-0O/MH-9O marihn n trans- 
port helicopters, severe bud- 
getary pressures remain and 
its is unclear how quickly 
production will build up. 
This Is especially true of the 
naval version of the NH-0Q, 
which may give additional 
life to versions of the West- 
land Super Lynx. 

However, while Westland 
continues to market the 
Lynx it has had a number of ’ 
disappointments in the past, 
year, particularly in Austai-. 
Ea. Price, It seems, remains 
a problem for defanry minis- 
tries which are k*wn qq the - 
Lynx's capabilities. 

Westland is pressing 
on with the new ufar-j ln anti- 
submarine warfare helicop- 
ter for the Royal Navy, but it 
and Agusta, its Italian part*, 
ner, have found the export- 
market for any of the ver- 
sions of the EH 101 helicop- 
ter tough. 

Westland Is also struggling 
with production of 67 
Apache helicopters for the 
UK, following the go vern* 
meat’s decision to fit the sir* 
craft .wfth Rolls-Royce rather 
than General Electric 
engines. Even in a bespoke 
cottage industry it seems, ft 
does not pay to play with the 
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financial times quarterly review of the automotive industry 


Supply of vehicle parts is concentrated in the 
hands of just a few specialists. Now vehicle 
makers are questioning the benefits 
to them of this trend, writes Haig Simonian 

Alarm bells ring 
over components 
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The relentless consoUdation 
of the auto components 
industry is changing the’ 
relationship between vehicle 
makers and their suppliers. 
In the first five months of 
this year, mergers and acqui- 
sitions worth more th an 
Sl^bn were recorded among 
parts companies - and that 
was based on published 
deals alone. 

Such rationalisation is 
changing the face of the 
components sector. Already, 
In crucial areas like seats, 
brakes or airbags, the busi- 
ness has been concentrated 
among two or three global 
specialists. 

Even in tyres, traditionally 
an independent sphere, man- 
ufacturers such as Mlchehn 
have expanded into linked 
activities such as wheels. 

Such rationalisation is 
inevitable as the motor 
industry becomes more 
global, and technological 
demands increase. These 
forces have raised the finan- 
cial and management bur- 
dens on smaller suppliers, 
and provided opportunities 
for the best-capitalised com- 
panies, encouraging the 
shakeout 

But as the number of key 
suppliers continues to dwin- 
dle, vehicle makers are 
starting to ponder whether a 
process which they have 
largely prompted and 
encouraged may be turning’ 
against their best interests. 
Fewer, bigger suppliers will^ 


be harder to play off against 
one another tViar> the myriad 
component makers of the 


Vehicle makers are 
reducing their supplier lists 
to cut costs, the reward for 
lower prices being bigger 
orders. They are also looking 
to a new breed of “system 
integrators” to provide 
entire sub-assemblies, rather 
than individual parts, 
thereby simplifying logistics 
and facilitating vehicle 
assembly. 

The concentration on a 
smaller pool of preferred 
suppliers is also part of the 
vehicle makers’ gradual shift 
of responsibilities to outside 
specialists to design, engi- 
neer and deliver whole sub- 
assemblies to reduce their 
owh costs and accelerate 
product development timet. 

But the pace of concentra- 
tion has prompted some 
vehicle makers to question 
whether the process might 
prove ultimately counter- 
productive. Last year’s big 
mergers and acquisitions, 
such as Bosch’s purchase of 
Allied Signal’s brake busi- 
ness, or the Lucas-Varity 
and Marton-AutoUv mergers, 
has led some purchasing 
bosses to argue rationalisa- 
tion has gone far anniig h. 

But vehicle makers may 
have unleashed a process 
they cannot stop. While the 
pace- of consolidation may 
decline in some areas, such 
as brakM._ whmojthe_,bus> 


ness has already thinned 
down to just a handful of 
global players, the f renzy of 
rationalisation still has 
plenty of scope in other 
parts of the supply hne 

More significantly, vehicle 
makers would be short- 
sighted if they supposed that 
the concentration among 
their suppliers will stop at 
links between functional 
specialists. So far, consolida- 
tion has been functional: 
seatmakers have bought 
seatmakers, or companies 
Trmkvng 1 other interior com- 
ponents, be they carpets, 
headliners or door trim. . 

However, there is reason 
to believe the next pb««» of 
consolidation will come 
through cross-functional 
deals. That, could see a lead- 
ing seatmaker, such as John- 
son Controls or Lear, which 
has already expanded into 
carpets and trim, moving 
further. 

Steering wheels, fasclas 
and switchgear are obvious 
steps. But what is to stop 
leading players going further 
by, say, buying or allying 
with instruments panel pro- 
ducers or even airbag spe- 
cialists? 

The creation of such sup- 
pliers has barely been raised, 
as observers have been 
swept up by the pace of 
intra-functional consolida- 
tions. But with no sign of a 
slow-down In jatxmalisatian, 
the next stage looks inevita- 
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Electric 
vehicles 
are a 
turn-off 


Vehicle makers and 
C ali fornia's clean air author- 
ities are having to face the 
harsh realities how difficult 
is it is persuade consumers 
to buy or lease electric 
vehicles in the cause of a 
cleaner environment, writes 
John Griffiths. 

General Motors has been 
forced to cut the rental cost 
of its EVi electric car. intro- 
duced with high hopes into 
the Californian market late 
last year, after only 176 
found takers and despite an 
advertising “spend” which 
already equates to $219,000 
per vehicle. 

GM's action coincides with 
the publication of a study by 
J.D. Power, the influential 
consumer monitoring and 
market research group, that 
only around one in four 
Americans is prepared to 
consider buying or leasing 
an “EV” (electric vehicle) - 
and even then only if it can 
genuinely meet their trans- 
port needs. 

The study made clear that 
“the true success of the EV 
will be based on its perfor- 
mance as a vehicle, not as 
an environmental solution", 
according to Mr Tom Goh- 
maun, J.D. Power's research 
director. 

The two developments rep- 
resent a sharp setback for 
the Californian Air 
Resources Board (Carb), 
which has already had to 
modify legislation requiring 
the mandatory introduction 
of EVs to the Californian 
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People 

No-nonsense 
Scaroni takes 
Pilkington helm 


Things will probably never be tbe 
same in St Helens, tbe north-west 
Rngfonri headquarters of PflTringtnn, 
after last month's surprise elevation 
of Mr Paolo Scaroni to chief execu- 
tive of tbe traditional British glass 
group, 

The no-nonsense Italian, who first 
got to know the company during a 
12-year stint at Saint-Gobain. its 
French arch-rival, drew closer to 
Pilking ton after masterminding a 
bid for SIV, the Italian state-owned 
glasamaker. 

Mr Scaroni was then running the 
Italian arm of Tednt, the big Argen- 
tine industrial group, which was 
Pilkington's partner in the deaL 
Fearing a venture into the unknown 
in its first big Italian acquisition, 
Pilkington decided to err towards 
caution in teaming up with a local 
player in bidding for SIV. 

That was back in 1993. Three years 
later, Mr Scaroni had been lured 
back by the British group to run its 
illustrious but financially unexciting 
automotive products side. Then, last 
month, he was made chief executive 
of the whole group. 

Mr Scaroni is fulsome in his praise 
of Pilkington's technical achieve- 
ments and its Internationa] presence 
In car glass. But he is scathing about 


its inability to match its earnings to 
its market share and other achieve- 
ments in Burqpe. 

The automotive business, which 
has saiga of about £L3hn a year - 
about half of tbe group’s group turn- 
over - “is making some money, even 
if not enough”, he says. 

While Pilkington's automotive 
activities in the US and the rest of 
the world “are both in good shape", 
Europe, which accounts for about 50 
per cent of the automotive side, has 
been consistently dis a ppointing, he 

says. 

The short-term problems lie In 
original equipment and the after- 
market Mr Scaroni’s challenge in 
OE is to rationalise Pilkington's 
hodge-podge of plants into a much 
more efficient and profitable whole. 
While PQktogton has spread its ten- 
tacles into many markets, mainly 
through opportunistic acquisitions, 
it has failed to rationalise ade- 
quately, he argues. 

There are 17 auto glass plants in 
Europe alone. “We have to restore 
manufac turing efficiency,” be says. 
“POkingtao has been very good at 
acquisitions. But you have to 
squeeze out the synergies or else you 
don’t get the results-'’ 

The first priority Is to cut costs. 



Companies^ 

Suppliers together 
at new Welsh park 

Vehicle manufacturers are likely to w e l c ome 
innovative scheme, writes John Griffiths 

One of the world's first conferences last year, °“ “ esd “ * 

u neeh* intmitrinfr "Videoconferences have petrol engine. 
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Paolo Scaroni: taking the knife to jobs at plants across Europe 


Last week he announced that about 
2JOOO would be cut from PUkragtcn 
plants across Europe. “All of this 
-will amount to very significant 
annual savings." he says. 

Bycontrast, the aftermarket 
requires improvements in marketing 
and distribution, rather than produc- 
tion. The model is PflMngton's US 
operations. “If we could achieve the 
same results in Europe as In Amer- 
ica. it could mean SlOOm to £20Qm 
mare in sales a year,” be says. 

Mr Scaroni wants virtually to dou- 


ble antnm n Hv e op erating profits to 8 
to 10 per cent of sales within the 
rx>vt i8 months He is confident that 
is possible, provided the current rel- 
atively strong market conditions pre- 
vail 

Some investors may complain they 
have heard such tough talking 
before. But the appointment of an 
outsider with a strong trade record 
means the chances look much better 

than before. 

Haig Simonian 


Daewoo UK retailing is added to Farrell’s portfolio 


Mr Patrick Farrell will act as both 
sales and marketing directin' of 
South Korean car maker Daewoo's 
experiment with wholly-owned car 
distribution and retailing in the UK. 
The former Rover Group director 
has taken on the tasks of managing 
sales and the development of 
Daewoo's unique retailing network 
- a possible blueprint for other 
countries in Europe and elsewhere - 
as well as retaining overall 
responsibility for marketing 
strategy. 

The changes follow the abrupt 
resignation of Mr David Gerrans as 
head of marketing earlier this year. 


“It’s a challenging role,” says Mr 
Farrell “We have 165 outlets hut 
are still developing our retail 
metwark-’TOaewoo has sold more 
than 40,000 units in the UK since 
the cars went on sale two years ago. 

The Korean car maker, which 
ambitions to become one of the 
world’s top 10 producers within a 
decade, is effectively using the UK 
as a “laborator y" for the new sales 
system. It operates through 
conventional franchised dealer 
outlets in other European countries. 

■ AC Car Group, the UK-based 
sports car maker rescued from 


receivership by Mr Alan Lubfnsky’s 
Pride Automotive Group, is 

changing its management structure 
in order to introduce what the 
co mp any describes as “a more 
disciplined” approach to design and 

Mr Jan-Erik Jansson, 53, formerly 
technical Hh-prt n r of the MGA 
engineering consultancy, is taking 
over as general manager charged 
with exerting tighter controls over 

tha rieveiopnyf 1 * wamifitar lwy 

processes of the company’s new 
up-market Ace model as it moves 
t o wards its laimrfi at the London 
motor show in October. 


“In recent years, the enthusiasm 
of the team here has not been 
matched by a property disciplined 
approach to the engineering control 
essential for any manufacturer 
staking a future in thin industry,” • 
says Mr Lubtnsky. 

Before joining MGA, Mr Jansson 
had spent 17 years in various 
engineering and managerial roles 
with Volvo. 

AC, best known for the Cobra, is 
planning to re-establisb a European 
«ai«s ne two r k for the marque. 

John G ri f fi t h* 


One of the world's first 
"supplier parks" involving 
leading automotive compo- 
nents companies and their 
smaller suppliers is taking 
shape at Resolven, near 
Neath in South Wales. 

The 10-acre park, a ven- 
ture Uniting TRW, the US 
automotive multinational 
with $iobn annual turnover, 
the Welsh Development 
Agency the local author- 
ity, represents the first such 
venture for TRW. 

Supplier parks are becom- 
ing increasingly common at 
vehicle manufacturing 
plants, where the big compo- 
nents groups have begun 
supplying their systems 
directly to the assembly 
lines. For such a park to be 
created further down the 
supplier diflm, however, is 
an innovation - but one 
which vehicle makers are 
likely to encourage as help-, 
mg further to reduce the 
industry's manufacturing 
costs. 

Ground-breaking for the 
first of what is expected to 
be ei ght or nine suppliers 
setting up on the South 
Wales park is getting under 
way, with several expected 
to be in place over the earn- 
ing months. 

Nissan neatly in 
the picture 

Nissan’s UK manufactur- 
ing and research operations 
are setting up their own 
videoconferencing bureau to 
capitalise on explosive 
growth in the company’s use 
of such facilities as a substi- 
tute for extensive travel and 
face-to-face meetings. 

Nissan travel costs have 
fatten sharply as a result of 
executives and engineers 
holding nearly 1,500 such 


conferences last year. 
“Videoconferences have 
become an integral part of 
the way we do business,” 
says Mr Jim Ord, facilities 
and services manager at Nis- 
san’s European design and 
development centre at Corn- 
field. Bedfordshire. 

“It Is enabling us to make 
quicker - and better - qual- 
ity decisions. There is no 
need to travel for four hours 
for a one-hour meeting, and 
up to a dozen people at each 
location can be involved at 
any one time. We're also 
^ frfn g the facilities more and 
more to talk to suppliers." 

Perkins on prowl for 
diesel deals 

Perkins Technology, the 
engineering consultancy arm 
of diesel engine maker 
V arlty Perkins , is to start 
intensifying its hunt for a 
consortium of car makers 
interested in extending their 
ranges of luxury and execu- 
tive cars into the advanced 
direct-injection diesel sector. 

Perkins is breaking new 
ground in developing the 
six-cylinder. 3-lltre. 
high-speed direct injection 
(HSDU diesel It has been 
developed in the belief that, 
whereas no single carmaker 
oould afford to invest in an 
pnpnp likely to boost sales 
at most by 10,000 units a 
year, five or six car makers 
collectively could provide 
enough demand for 
production of tbe engine to 
be economic at 50,000-plus 
units a year. 

The HSDI unit, with 170 
brake horsepower, is 
exceptionally powerful for a 
diesel but is claimed to 
combine this with much 
greater ftiel economy than 
either a conventional 


Quality gaps to be 

researched 

A three-year research 
programme aimed at increas- 
ing sharply the world com- 
petitiveness of the UK auto- 
motive components industry 
is being launched by a con- 
sortium of companies under 
the direction of Cardiff Busi- 
ness School's Lean Enter- 
prise Research Centre. 

The programme builds on 
research into the competi- 
tiveness of both the UK and 
continental European motor 
components industries 
already undertaken by the 
centre’s Prof Peter Hines, 
Prof Dan Jones and Mr Nick 
Rich. It is backed by British 
Steel’s strip products subsid- 
iary and Innovative Manu- 
facturing Industry (Land 
Transport). 

The past research has 
exposed very large produc- 
tivity and quality gaps 
between the UK and Japa- 
nese components industries. 

However, the approach 
until now has been on find- 
ing “catch-up" solutions 
rather than seeking out new 
avenues to gain competitive 
advantage. The “Leap" 
(Lean Processing) pro- 
gramme will explore ways of 
more closely Integrating raw 
material suppliers and all 
other elements in the compo- 
nents supply chain. 

“In spite of the excellent 
work done by world class car 
assemblers with their direct 
suppliers, a significant weak- 
ness of the automotive sup- 
ply chain is the limited inte- 
gration of key raw material 
manufacturers with the com- 
ponent makers and assem- 
blers," says Prof Hines. 
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nr The Automotive Supply Chain 

p New strategies for a new world order 

Expert analysis of the pressures taring the industry and thefr 
Impact on the supply chain into the 21 st Century. Find out 
who's in the top 25 global suppliers, get a dear picture of the 
mass of mergers and acquisftkxw, understand the 
purchasing poSdes of the manufacturers and the prospect of 
stper-suppBefs. and many more ciudal issues. 

Automotive Compo nen ts Suppliers 

Winning in a global market 
Provides sixty detailed profiles of the leading $abal 
suppliers, reviewing their activities, fafluras and successes - 
a must tor any benchmarking activities. 

Automotive Components 

Technological changes to 2010 
Find out how new technology wfll transform the automotive 
Industry over the next decade and who is best placed to 
profit from the developments. 

The Car Aftermarket in Europe 

New threats, new opportunities 

Comprehansfvety examines the market sob. supply structure 
and leacSng players for each major replacement part, induefing 
tyres, engine parts, exhausts, chassis and electrical parts. 

Revolutionising New Product 
pF Develo p m e n t 

A blueprint far success in the global automotive industry 
Practical advice on implementing new product development 
practices that incorporate the latest organisational methods 
and communication technologies, includes exclusive case 
studies on Delphi, Rover and Lotus. 

The Future of the European 
Automotive Industry 

Strategic perspectives from leading players 
Find out haw top executives from 18 companies, induefing 
BMW. Renault, Magnet! Marefii, Valeo arid Afied Signal, 
have tackled change management strategies. 

The Future of Urban Road Transport 

Policies, initiatives and solutions 
Detailed analysis of the urban concerns and how the 
government, through legislation and the automotive industry, 
via alternative fuels, are aiming to bnprove the situation. 

r Congested Roads, Crowded Markets 

Profitable whttioHsfor the automotive sector 
A definitive analysis of the oily options available to vehicle 
manufacturers to avoid the disastrous realities of grfdtock, 
Including Intelligent transport systems, smaller vehfcfes and 

innovative concepts such as car sharing and poo&ig. 

r Vehicle and Fuel Challenges 
Beyond 2005 

Market impacts of the EU’s Auto 1X1 programme 
This essential guide expertly analyses the impact of the 
proposed emissions legislation on the automotive and fuels 
sectors and the technologies that are being developed to 
meet the stringent regulations. 

Marketing Strategies fn the European 
Car Industry 

Forging efficient partnerships 

Thoroughly evaluates the impact of the marketing strategies 
of the vehicle manufacturers on their relationship with the 
deafer, with exclusive case stuefies from Daewoo, Rover, 
Vauxhall. Ford and BMW. 


Automotive Electronics in Europe 

Success in a changing market 

The Future of Aut om otive Materials 

A guide forsappSersand aumafactrtrert 


Automotive Components Analyst . 

Monthly analysis at the trends and factors affecting toe 
global automotive components industry inducing mergers 
and acquisitions, technological developments, country 
reports and company profiles, plus special supplements on 
issues such as security and safety. 

Automotive Environment Analyst 

A unique monthly newsletter providing information and 
analysis ot the env i ro nm e n t a l issues affecting the global 
automotive industry- from alternative fuels, electric vehicles 
and emissions to recycling, material trends and poScy 
developments. Special reports on key concerns are also 
Included such as how tyre companies are responding to the 
environmental demands. 

Priced between £300 - £500 Ihese purifications are tnwduabie 
strategic resources lor industry decision maters. 

FT A u tomoti v e on the In ternet 
Vlsft hiipsffwwwJTMITOxora foe a fufi con t e n t s tet and 
executive sunmary of every report end to do wnl oad a free 
issue of our newsletters. 

For more information on afl our publications, simply complete 
the form below and return to: 

Adrian Gtibert FT Automotive, Maple House, 

149 Tottenham Court Road, London W1P 9LL 
Fax: +44 (0J 171 886 2275. 
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Focus: The components industry 


Globalisation forces big 

Modular construction is leading 
to closer links in the automotive 
sector, writes Haig Simonian 


When the world’s invest- 
ment bankers do their year- 
end tallies, a disproportion- 
ately large share of revenues 
will have derived from auto- 
motive components compa- 
nies. 

Few sectors have been 
through such convulsions in 
so short a time in reaction to 
the twin forces of rationalis- 
ation and restructurin g 

Rationalisation has been 
the more pervasive of the 
two influences at work; 

• The globalisation of the 
vehicle industry has forced 
suppliers to push into new 
markets. Vehicle makers’ 
moves into newly-industri- 
alising regions, such as 
South America and Asia, has 
obliged suppliers to keep 
pace. By contrast, earlier 
moves by car makers into 
“new” markets, such as by 
US companies into Europe 
more than 50 years ago, did 
not require the same effort 
as the region already had a 
developed industrial infra- 
structure. 

Globalisation has spurred 
rationalisation. Not every 
parts maker wants, or is 
able, to internationalise. 
That reluctance has created 
opportunities for more ambi- 
tious or better-capitalised 
companies and polarised the 
industry between stronger 
and weaker players. 

• Relentless pressure on 
prices has hastened consoli- 
dation. The consistent 
demands by vehicle makers 
for ever-lower prices has 
weeded out smaller or less 
efficient manufacturers from 
bigger rivals offering better 
economies of scale. 

• Rationalisation has been 
reinforced by vehicle mak- 
ers' increasing tendency to 
share their business among 
a smaller supply base. Sim- 
plifying the supply base is 
designed to cut costs as 
vehicle makers demand big- 
ger discounts for their larger 


orders. The concentration on 
a smaller n umb er of sources 
has been intensified by the 
trend among vehicle makers 
to base future models on a 
smaller number of global 
“platforms” (basic engineer- 
ing structures). 

• The trend towards more 
complex systems and mod- 
ules, rather than individual 
parts. Pressure for cost 
savings among vehicle mak- 
ers has led them to simplify 
vehicle assembly techniques. 
One of the most striking con- 
sequences has been the 
requirement for modules and 
sub-assemblies, such as 
entire cockpits or front-ends, 
which are put together by 
one supplier from the sub- 
components of a myriad oth- 
ers. 

Virtually all the new cars 
now being launched or on 
the drawing board use mod- 
ular components in some 
form CO* ano ther . 

The trend towards “modu- 
larisation” has created a 
new breed of “system inte- 
grator” an the supply side. 
Such companies no longer 
produce just individual 
parts, but build entire sub- 
assemblies for their car and 
truck making customers. 
But modular construction 
has increased the financial 
and technological burdens 
on suppliers, accelerating 
the consolidation of the 
industry. 

Building modules requires 
a bigger co-ordinating role 
for a components maker, 
which must also play a big- 
ger part In product develop- 
ment than if it just supplied 
a few simple parts. 

It can often also require 
closer physical proximity to 
a customer’s plant Car fac- 
tories are now being 
designed to have an adjacent 
supplier park to ensure just- 
in-time delivery and reduce 
logistics costs. Such parks 
are also being built adjacent 


to some older plants, where 
space permits. 

Sometimes, modularisa- 
tion is even linked to finan- 
cial risk-sharing at a new 
breed of car and truck 
plants. 

At Volkswagen's truck 
and bus factory at Resende. 
Brazil, most of the work - 
and financial risk - has been 
taken on by a small group of 
key suppliers, with VW lim- 
iting its responsibilities to 
final assembly and quality 
control. 

Comprehensive figures for 
the value of mergers and 
acquisitions in the supply 
sector are hard to come by. 
In many cases, especially 
those involving family com- 
panies, prices are not 
revealed. But based on the 
biggest publicised deals 


* tuybig 51% “tJuyfrm 78.6% 

alone, the value of takeovers 
and mergers comfortably 
exceeded $l5bn last year. 

This year has also started 
off strongly. Tomkins, the 
UK industrial group which 
last year spent $l.38bn to 
buy Gates Rubber of the US, 
has consolidated its position 
with the S606m acquisition 
of Slant, a US rubber group 
best known for its Trico 
windshield wiper blades. 
Among the other significant 
deals of 1997 has been the 
purchase last month by 
Lear, the fast- exp an ding 
seating and interiors group, 
of Keiper Car Seating, the 
German seat maker. 

The Lear deal hi g hli g hted 
two key trends in the indus- 
try. It showed that, far many 


important components, the 
number of significant suppli- 
ers has fallen to just two or 
three mammoth manufactur- 
ers; Keiper was Germany’s 
last Independent seat maker. 
Increasingly, any vehicle 
maker which wants to buy 
seats must address either 
Lear, Johnson Controls or 
Magna International. 

The Keiper transaction 
also highlighted the fact that 
US com po nents groups have 
been leading the acquisitions 
drive in the 1990s. The rea- 
son is that the US companies 
tended to be focused on sup- 
plying the big domestic auto 
Industry. While European 
companies also had a 
regional focus, their cover- 
age has often been more 
global, reflecting the more 
global presence of big Euro- 


pean carmakers and truck- 
makers such as VW or Mer- 
cedes-Benz. 

The belated international- 
isation by US components 
companies reflects both the 
trend among their customers 
to go global and the fact that 
many of the new “world” car 
projects involve smaller, 
European-originated prod- 
ucts. Both Ford and GM 
have based their global 
small-car development 
operations in Europe. 

Restructuring has been 
the industry’s other theme. 
The onus has come predomi- 
nantly from the vehicle mak- 
ers. GM and, to a lesser 
extent, Ford, have hived off 
their components operations 
into separate units. 


Main components deals of 1997 


Acquirer Value of deal 

Textron Automotive (US) $305m 
ExkfeMS) Not disclosed 

Magna (Canada) £$40m 

Magna S62m 

Tower Automotive (US) Not disclosed 


Lear (US) 
Tomkins (UK) 
MicheCn ■ (Fra) 


5235m 

5806m 

Notcfisdosad 


Hayes Wheals ~ (US) S29Sm 


Target 
Kautex (Ger) - 
CEAG (Gai) 

Georg Manlier (Ger) 
Tricorn (UK) 

Soctota Industrie a 
Stampagg (Italy) 

Keiper Car Seating (Ger) 
Stant (US) 

Mannesmann 
Kronprinz (Get) 

Lammerz (Ger) 

Saunse: Auto Buskms/fT 


push 

The aim has been to 
improve efficiency and prof* 
liability by making them 
more transparent and by 
underlining the fact that 
such subsidiaries cannot 
expect to win in-house busi- 
ness automatically in future. 

Hie process has gone fur- 
thest at Delphi, GMs compo- 
nents arm. In recent months. 
GM has decided Delphi 
should take control of Delco 
Electronics, the auto elec- 
tronics division of Hughes 
Electronics, another GM sub- 
sidiary. Incorporating Delco, 
which is about the same size 
as one of Delphi's six divi- 
sions, will push annual sales 
to about $32bu - increasing 
Its lead as by far the world’s 
biggest car parts group. 

GM has also indicated it 
may float up to 20 per cent 
of Delphi in a further step to 
increase transparency and 
make the parts side more 
comp etiti ve. The timing and 
details remain unclear. How- 
ever, the spin-off is almost 
certain if for no other reason 
than the fact it could raise 
up to $3bn for GM. according 
to some analysts. 

Ford has recently started 
moving in tha same direc- 
tion. Late last year, it 
decided to put its compo- 
nents activities into a sepa- 
rate subsidiary. Although 
smaller than Delphi, Ford’s 
components business is one 
of the largest in the indus- 
try. Flotation is not on the 
horizon, but Ford’s manage- 
ment appears to be thinking 
along the same lines as GWs 
in making the unit more 
transparent and - it hopes - 
more competitive. 

A number of big indepen- 
dent parts companies have 
also taken the restructuring 
message on board. LucasVar- 
ity, the Anglo-American 
group formed by a merger 
last year, is now im plemen t- 
mg its match. More recently, 
Rockwell, tiie big US indus- 
trial group, has announced 
plans to spin off Its automo- 
tive operations, which have 
sales of more than $3bn, into 
a separate company by the 
end of September. Mare are 
bound to follow. 
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Rockwell on course 


The automotive operations of US industrial 
group Rockwell International, currently 
worth some S3.1bn a year, are on course to 
be span off under a new name by the end of 
September. The new company will rank as 
one of the world's top 12 automotive 
components suppliers. 

The two mate automotive operating 
divisions - light and heavy vehicle systems, 
which in the past have tended to operate 
separately - are already well into a merger 
process under Mr Larry Yost, who has been 
named president and chief executive of the 
new automotive company. 

Mr Yost joined Rockwell in 1971 as a 
production and inventory control manager. 
He has been president of the heavy vehicles 
systems division since 1994. “Establishing a 
separate Fortune 400 company for these 
businesses is an excellent way to improve 
customer focus and expand leadership 
positions in our target markets," he says. 

Hie two divisions employ 16,000 people 
around the world. Hie heavy vehicles 
division is a leafing supplier of drtvetrain 
components for heavy trucks, buses and 
off-highway vehicles. The larger of the two 
divisions, it accounted for around $l.8bn of 
last year’s sales. 

The light vehicles division is a leading 
supplin' of door assemblies, suspension 
sub-systems, sunroof assemblies, electronic 
components and wheels from a matrix of 
plants scattered through almost every 
significant vehicle producing region, 
including India and China. The group’s 
brand names including Golde (sunroofs), 
FnirrigaUi (wheels), ROR (trailer axles) and 
Rockwell -Wabco (anti-lock truck brakes). 

Hie re structuri ng leaves most of the top 
management team in place, including Mr 
Robert Calder, who will continue to head op 
the light vehicle operations. Mr Calder has 
been president of the light vehicle systems 


division only since 1994, but in various 
capacities has played a leading role In 
directing its strategic growth into a fully 
global player for considerably longer. 
Between them the two divisions have nearly 
50 manufacturing facilities and affiliated 
companies in 20 countries, with a customer 
base of around 800. 

Mr Calder, Canadian bom and a former 
managing director of International 
Harvester in the UK, also played a key role 
in the development of Rockwell's European 
operations and was responsible for setting 
up the group’s engineering and design 
centres, need as a common, interlinked 
resource by the group’s manufacturing 
plants worldwide. “We are now almost 
everywhere that a customer needs us to 
be," he maintains. 

Rockwell has tended to shun licensing 
agreements in favour of creating wholly or 
majority-owned subsidiaries so that quality, 
design and production can be kept firmly 
under its own control. It claims to be 
deriving significant competitive advantage 
from the policy. This is particularly the case 
as the big vehicle producers such as Ford 
and Volkswagen are moving towards what 
Mr Calder describes as “universal” car body 
platforms, the appearance and drivetrains 
of which can be tailored to meet the 
different needs of most markets at 
considerable economies of scale. 

In empathy with this process, a single 
management team has been given global 
responsibility for each major product line, 
including all plants in all countries which 
produce and supply it 

Independence, ami listing as a separate 
company on the New York Stock Exchange, 
is coming at a time of projected strong 
growth. 

John Griffiths 
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Cadillac Seville. What Wall Street calls a Solid Investment. 



Not only Wall Street calls 
Cadillac Seville a Solid Value Play'- 
you will too! Cadillac comes totally * 
complete. Luxury r the American 
way - built in : No annoying options 
or expensive extras. No ifs , ands 
or buts. 

How. complete is complete ? 

WeU^, what other luxury car gires 
you ABS, Dual Airbags up front. 
Air-Conditioning (that works!), 
front and rear? An enhanced 
computer that recalls programmed 
seat positions for two drivers plus 
their preferred rearview mirror 
settings and even the favourite radio 
station? Automatic headlights and 
windscreen wiper starts? 

Not to mention room for five to 
relax in Nuance leather comfort * 
surrounded bv Zebrano wood trim. 
And more , so much more. 

Wall Street knows a deal when it 
sees one. So will you. Try - Cadillac 
Seville today. There’s just nothing 
more to add - is there? 
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Investigations into corruption are continuing in 
Europe, reports Haig Simonian 
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After a flurry earlier this 
year, attention has drifted 
away from the allegations of 
widespread corruption in the 
components industry as car 
makers and suppliers have 
reviewed their procedures. 
However, the fact that 
corruption, especially in 
Europe, is no longer hitting 
the headlines does not mean 
it has gone away. 

At Volkswagen. Europe’s 
biggest car maker, which 
was at the heart of 
this year's allegations, 
investigations have spread 
to 12 individuals. 

Details of the case, 
triggered by allegations of 
kickbacks on the new paint 
shop at VW's Skoda 
subsidiary, remain sketchy. 
But the investigations in 
Germany and Switzerland 
are continuing. 

The VW affair has 
prompted many automotive 
groups to revise their 
control procedures, “if you 
have someone who’s really 
out to steal from a company, 
it’s very difficult to control,’* 
says Mr Jac Nasser, head of 
Ford's worldwide automotive 
operations. 

But Ford is just one of the 
companies which have taken 
a fresh look at their 
procedures. “We have a very 
intense internal control 
system. But clearly, when 
you read about things 
happening, you tend to 
make sure your internal 
controls are working," he 
says. 

The first line of defence 
against corruption is a clear 
code of conduct for staff in 
sensitive positions, such as 
purchasing. It is difficult to 
find a leading car maker or 
supplier which does not 
have some document or 
letter for senior staff to sign 
to prove they understand 
and comply with the rules. 

Mr Jacques Cal vet, 
chairman of Peugeot- 
Cftroen, says the company 
has introduced a standard 
letter in the past year to be 
signed by all managers. This 
sets out policy on conflicts of 
interest and should an 
executive leave for a 
competitor. 

Last year, General Motors 
shocked its staff and 
suppliers with a draconian 
new code of ethics. In an 
attempt to clarify policy, it 
identified how staff should 
behave in situations where 
they might find themselves 
compromised. 

Employees were forbidden 
burn accepting hospitality of 
all but the most mundane 
nature, and from accepting 
gifts. Even an invitation 
from a supplier to play golf 
was considered potentially 
compromising. “The aim is 
to avoid any situations in 
which an employee may feel 
beholden.'* explains an 
official. 

But such clear-cut policies 
have not always been 
typical. 

In Italy, for example, "it 
was an open secret for years 
that senior staff could make 
money by skimming 
contracts with suppliers”, 
says a leading observer. 
Such practices were 
sometimes almost 
encouraged by employers to 
keep salaries low in a tacit 
understanding that staff 
could supplement their 
incomes illicitly, he claims. 

Some senior executives 
believe a similar, if less 
extreme, situation once 
prevailed in Germany. 
According to the former 
head or European operations 
of a leading multinational 
car m'aker, Germany’s 
relatively high personal 
taxes fostered a willingness 
among employers to turn a 
blind eye IT staff occasionally 
received non-financial 
benefits, such as free 
building work on private 
property by contractors used 
by the company. 

Ethics apart, the sheer size 
of the German motor and 
components sectors suggests 
corruption is likely to be 
more widespread than 
elsewhere in Europe. But 
matters may have been 
exacerbated by the very 
dose relations between car 
makers and core suppliers. 
“It was almost like a cartel," 
says a former executive with 
close knowledge of 
Germany. 

While such general 
comments are hard to 
substantiate. senior 
executives are much more 
specific about how 
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comzption woiks in practice, proving as effective in 
Mr Tom S tallkamp , head of curtailing corruption as any 


purchasing at Chrysler, number of company 
notes the risk of kickbacks is policemen or well- 


greatest on big, one-off intentioned ' 
contracts for infrastructure documents. 

projects, such as factories or 

paint shops. 

“The risk is always 
greatest with things which 
are non-repetitive,” he says. 

“One-off projects do not offer 
the chance to make 
comparisons, especially on a 
regular basis. And there's no 
one opening up the files all 
the time to see what 
happened last time." 

By contrast, policing 
regular orders for Important 
components, such as tyres or 
glass, is much easier. Any 
discrepancies in pricing are 
likely to be detected quickly, 
he thinks. 

About the only repeat 
orders where prices may 
have been inflated are for 
the hugely expensive metal 
dies used in press shops. 

“Dies need to he replaced 
regularly, and they're very 
expensive. Yet they're so 
crucial no one would risk 
saying a company should 
buy fewer or risk an untried 
source," says the chief 
executive of one big car 
company. 

With so many potential 
risks, how can carmakers 
protect themselves?. Mr 
Calvet suggests five rules: 

• A no-nonsense corporate 
culture. A company must 
make dear the sanction for 
any form of corruption is 
dismissal. 

Mr David Herman, 
chairman of Opel, GM*s 
German subsidiary, says the 
group operates a no-quibble 
policy: in any proven case of 
corruption, the employee 
concerned is dismissed. And, 
rather than hushing the 
matter up, the police are 
informed. 

• Careful . recruitment. 

Sensitive hiring is 
particularly important in 
purchasing. Peugeot-Citn&n 
even subjects candidates to 
handwriting tests. 

• Frequent rotation. Moving 
people around excessively is 
inefficient. But regular 
rotation is one way to 
prevent key purchasing 
managers getting too dose 
to suppliers. “Otherwise, 
personal relations can get a 
bit too close, even If there's 
no suggestion of anything 
underhand," says Mr Calvet 

• A horizontal management 
structure. No single 
purchasing manager should 
be responsible for a big 
contract. Rather, the 
function should be handled 
by a team.. 

• Rigorous supervision. “A 
case is investigated each 
time we have any doubts, 
even after receiving an 
anonymous letter. If there's 
any uncertainty in our uiiwri 
we substitute the person 
concerned. If there is any 
serious doubt, they are 
dismissed,” says Mr Calvet 

Such tactics have helped 
to clean, up the business in 
the past decade. But the 
chances of corruption 
occuring may be diminishing 
as much through structural 
change as companies' 
policies. 

Mr Bob Eaton, chairman 
of Chrysler, believes the 
steady rationalisation of 
components makers will 
inevitably improve control 
and surveillance procedures. 

As suppliers grow larger, 
policing will become more 
rigorous and professional, he 
argues. 

Structural changes are 
also under way among 
car makers. The need to 
cut costs has prompted 
a search for new, cheaper 
sources of parts. That 
has broken up cosy 
relationships and opened the 
suppliers to greater 
competition. Together, 
rationalisation and 
competition are probably 
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O ver US$3 billion in sales, 16,000 employees world-wide, and 45 manufactui 
facilities in 20 countries. Not bad for anew company that’s on the starting gr 
And it’s all because Rockwell has announced that its automotive components sysl 
business will be a separate public company. By focusing exclusively on the automotive 
sector, this new company will concentrate its resources where it matters. Improv 
flexibility. Bringing innovations to market faster. Serving customers better. . 
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Pole position among 
companies restructuring in 
the components business has 
gone to LucasVarity, the 
Anglo-American supplier. A 
year ago, its rivals were 
rocked by news of the $LShn 
merger of Lucas, the British 
braking, diesels and elec- 
tronics group, and Varity, 
almost its US mirror ftnago 

Twelve months down the 
road, the LucasVarity deal is 
still shaking the sector as 
components companies 
examine the marriage as a 
potential model. 

LucasVarity had the 
advantage over many poten- 
tial mergers in that its two 
partners were an almost per- 
fect match, says Mr Tony 
Gilroy, the group's chief 
operating officer. Lucas was 
strong in foundation brakes, 
especially amon g car makers 
in Europe. By contrast, Kel- 
sy-Hayes, Verity's braking 
subsidiary, specialised in 
electronic braking for heav- 
ier vehicles, particularly in 
the US. » 


Braking forms the core of 
the united group's seven 
operating divisions. But die- 
sel engines also dovetailed 
with the combination of Per- 
kins, the Lucas subsidiary, 
and Varity’s diesel 
operations. The other wain 
automotive manufacturing 
activities include diesel 
systems and electronic man- 
agement systems. 

Surprisingly, the practical- 
ities of marrying the two 
companies were carried out 
without the Intervention of 
outside consultants. Mr Gil- 
roy says LucasVarity 
approached other big groups 
which had recently merged, 
such as GlaxoWelcome and 
SmithKline Beecham. In the 
end, it concluded that a mas- 
ter plan implementing the 
deal could be devised Inter- 
nally. 

“We decided the process 
we developed ourselves was 
as good as any thing we 
could get externally ," he 
says. However, he admits Mr 
Peter Drucker, the manage- 


ment guru who sits on 
LucasVarity *s advisory 
board, played a benevolent 
role in the background. 

Mr Gilroy underlines four 
broad priorities that were 
decisive in helping to put the 
merger into practice within 
six months of being 
announced. 

Speed top6 the list Lucas- 
Varity decided to create 16 
transitional teams, co-ordi- 
nated by Mr Gilroy, to exam- 
ine what the merger 
required in practical terms 
and how these recommenda- 
tions should be imple- 
mented. Acting quickly 
allowed the company to 
meet its schedule of complet- 
ing the studies, which began 
in July 1986, by December 
that year. 

“Ownership" is Mr Gil- 
roy's second theme. While 
seven of the teams repre- 
sented LucasVarity’s main 
business units, six more 
were functionally-based and 
the remaining three were 
occupied with determining 


best practice. “The seven 
business teams hart to accept 
what the functional teams 
and the best practice teams 
told them.” he says. 

Such cross-cutting respon- 
sibilities reduced the risk 
that representatives from 
the business units would 
obstruct change to preserve 
their fiefdosns. 

Starting from a clean slate 
was the third lesson, he 
says. “There was a willing- 
ness to consider anything, 
with no bolds barred." The 
lack of preconceptions was 
emphasised by the relative 
youth of team members, 
whose average age was just 
36. That was old enough to 
have experience of the busi- 
ness without becoming dyed 
in the wool, says Mr Gilroy. 

A commitment to kaizen — 
the Japanese concept of con- 
tinuous improvement - was 
the final message of the 
implementation process. 
Although the merger is now 
being implemented, there 
remains a win tinning - sense 


that LucasVarity must keep 
questioning even basic 

assumptions and operating 

practices, he says. 

With the homework done 
and implementation well 
under way, attention has 
turned to expanding the 
merged business. The first 
stage involved identifying 
activities deemed to be non- 
core, prior to divestment. Of 
the 13. one has already been 
sold, while two others are 
undergoing due .diligence. 
“We are confident we will 
dispose of all of them by the 
end of the year." says Mr 
Gflroy. 

Apart from LucasVarity’s 
aftermarket and aerospace 
arms, the r emaining five 
divisions are all among the 
world leaders. The group 
ranks second in light vehicle 
brakes, behind Bosch but 
ahead of ITT, and fourth in 
braking systems for heavy 
vehicles. The diesel systems 
business is also second to 
Bosch. Banking the diesel 
engines operation is compli- 



Tony GQroy: Four brood priorities for merger plan 


rated by the fact that most 
vehicle wMinii^ r mw r K make 
their own anpinaa. Although 
smaller than Cummins, the 
other big independent diesel 
engine marker. VarityPer- 
kins is more profitable, says 
Mr Gilroy. In electronic man- 
agement systems, the group 
only ranks “about seventh 
overall”. However, he notes 
the sector is very frag- 
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ome things will not change though. We will still have the same experienced team. 
Tie same world leading technologies. And still with solid financial muscle. 

01 combining to supply world class components and systems for original equipment 
manufacturers of light, medium and heavy-duty trucks, off-highway vehicles, and 

iassenger cars world-wide. 

tad with a flying start like ours, who knows how far we’ll go next? Watch this space. 

W Rockwell Automotive 


mented and that LucasVar- 
ity is among the leaders in 
certain areas. 

The emphasis now is on 
squeezing out the cost 
savings promised from 
rationalisation and on 
growth. With LucasVarity 
already among the front-run- 
ners in most of its automo- 
tive businesses, Mr Gilroy 
implies that the most likely 


deals will be bolt-on acquisi- 
tions to fill out its coverage. 
Significantly, two of the 
three purchases made after 
the merger were In the auto- 
motive aftermarket, while 
the third was in aerospace - 
areas where the group must 

still build up its presence. 

He does not rule out fur- 
ther transactions, although 
he refuses to identify where 
**as this might give a signal 
to our competitors”. The 
broad aim will be to fill out 
remaining product gaps and 
reduce the group's vulnera- 
bility to economic cycles by 
broadening its geographical 
coverage, he says. “Cycles 
are less violent than in the 
past, but we want to take 
advantage of upswings wher- 
ever they are." 

Asia tops the agenda. 
LucasVarity already has six 
joint ventures in China, two 
in India and one in South 
Korea. The company has 
been “very public" about its 
determination to grow in 
Asia, be says. “The fact that 
we've got six joint ventures 
in China which are less than 
six years old is indicative of 
our interest.” 

Haig Simonian 


Pain gives 
way to 
pleasure 


Mr Frank Stronach’s 
shrewdest move in a long 
business career may have 
been his painful decision tn 
April 1988 to step down as 
chief exe c utive officer 
of Magna International, 
the Toronto-based 
automotive parts maker 
that he founded and still 
controls. 

Magna seemed to be 
going off the road in the 
late 1980s. It straggled 
under a heavy debt burden . 
at a time of weak demand 
in the North American car 
market 

Mr Stronach was 
distracted by a variety of 
outside interests ranging 
from a disco, an ambitions 
magazine venture and a 
stable of racehorses, to an 
unsuccessful run for 
parliament in Canada's 
1988 general election. 

He bad trouble 
persuading outsiders to 
take seriously his 
unorthodox management 
techniques, including a 
Corporate Constitution, a 
Magna Employee's Charter 
and a Fair Enterprise 
System, centred on 
generous profit-sharing 
and production incentives. 

But since Mr Stronach 
stepped aside from 
day-to-day management, 
and creditors re st ruc t ured 
the company's debt, Magna 
has blossomed into one of 
North America’s biggest . 

and most successful 
components makers. 

A spate of acquisitions, 
mainly in the UK and 
Germany, bag alien turned 
it into a significant 
supplier to European car 
makers, notably, Mercedes 
Benz, Volkswagen, BMW 
and Rover. 

Magna now employs 
33JXK) people at almost 140 
factories and research 
centres. Its product range 
is sufficiently broad that it 
designed a car a few years 
ago almost entirely from 
Magna parts. According to 
one official, the car was 
not put into production 
because Magna didn't want 
to compete with its 
customers. 

Recent UK acquisitions 
include Caradon Kolinx, 
which plastic 
bumpers; Marley, an . 
interim components 
supplier; and Tricorn, 
which specialises in seats. 

A G$L2bn cash pile gives 

Magna the wherewithal to 
sustain the pace of 
expansion. A thrust into 
Latin America, probably 
Brazil, has been 
mentioned. 

Mr Graham Orr, 
executive vicepresident, 
says: “We’re really driven 
by the car companies who 
are going global in then- 
demands for full-service 
suppliers. We want to 
replicate in Europe the 
core businesses that we 
have in North America.” 

Magna’s earnings soared 
to Cfl97-3m, or C$2h£ a 
share (before gains from 
disposals) in the six 


months to January 31 1997, 
from C$139.5111, or C$2.13, 
a year earlier. Sales 
climbed 39 per cent to 
CS3£8bn. 

Mr Michael Lam, analyst 
at RBC Dominion 
Securities in Toronto, 
forecasts IS per cent 
compounded earnings 
growth over the next three 
years, reaching C$7.75 a 
share in the year to July 31 
1999, excluding 
acquisitions. 

Europe now contributes 
about a quarter of Magna's 
sales. Mr Stronach, 65, who 
emigrated to Canada in the 
mid-1950s, these days 
spends most of his time in 
Switzerland and his native 
Austria, helping direct the 
European expansion. 

The Strcmach-inspired 
corporate culture that 
seemed quirky a decade 
ago is now credited with 
Spurring Magna’s success. 

The culture balances 
generous incentives and an 
e mphasi s on teamwork, 
with a single-minded work 
ethic and an unrelenting 
squeeze on costs. 

According to the 
“constitution”, 10 per 
cent of pre-tax profits 
must be allocated to 
employees in the f arm of 
cash and share purchase 
schemes. 

Senior managers’ 
salaries are required to be 
pegged “below industry 
standards”. A plant 
manager, overseeing as 
many as 800 workers 
typically earns only 
C$75,000 to C$80,000. 

Cash and share bonuses, 
totalling as much as 5 per 
cent of a plant’s profit, can 
multiply the base salary 
several times, although 
only a portion of the 
shares can be cashed In 
each year. The bonuses (for 
managers and workers 
alike) are tn lieu of a 
company pension plan. 

Copies of tiie employee’s 
charter, translated into 10 
languages, dot the 
corridors of Magna 
factories. 

Magna says wages at 
each plant are weD above 
tiie average for the 
surrounding area. It 
declines to disclose wage 
rates, but the charter 
promises “if your total 
compensation Is found not 
to be competitive, then 
your wages will be 
adjusted”. 

Behind the generosity is 
a strong aversion to trade 
unions. Ms Maureen 
Kirintic, a Canadian Aoto 
Workers (CAW) union 
organiser, says “there is no 
company that spends as 
much money and effort 
fi ghting ; unions as Magna”. 
Bis Kirin cic acknowledges 
that Magna workers are 
relatively wen paid and 
generally contented. But 
she claims activists are 
quickly shunted to other 
jobs, or shown the door. 

Bernard Simon 
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Technology 


CGI is starting to 
make heads turn 

John Griffiths reports on advances in the 
manufacture of materials for engine blocks 


After nearly 40 years, 
compacted graphite Iron 
(CGI) may be on the point of 
advancing from the 
automotive industry’s 
sidelines as a strong, cheap, 
lightweight material for key 
engine components such as 
engine blocks find cylinder 
heads. 

With great caution, and 
with still much testing t o be 
done, parts of the industry 
are showing signs of 
concluding that - thanks to 
new process technology - 
CGI may be pmerg ing as an 
attractive material for 
vehicle makers in their 
relentless quest to save 
energy and vehicle weight 

A factor holding back 
earlier advances has been 
the fact that the material is 
exceptionally difficult to 
produce in volume. 

Now. however, Cifunsa, a 
Mexico-based supplier of 
engine blocks and cylinder 
heads to North American 
vehicle producers, has 
installed a system in Its 
foundry to start production 
of components made from 
CGI on a commercial scale. 
Cifunsa. which supplies 
around 50 per cent of the 
blocks for North America's 
heavy truck diesel market, 
has total capacity of 260,000 


tonnes, and is preparing to 
launch its own aggressive 
marketing campaign far CGL 

The Mexican move follows 
an agreement last year 
between the process creator. 
S interCast of Sweden, and 
the South Korean industrial 
conglomerate Hyundai, 
which is now testing CGI 
blocks produced at its Ulsan 
automotive foundry using 
SinterCast's process. 

A five-year relationship 
between SinterCast. General 
Motors Europe and its 
German subsidiary, Adam 
Opel, is moving to a new and 
potentially important phase 
after Opel's use of CGI 
engine blocks in Its 
European touring car motor 
racing programmes. 

Compared with the 
standard grey iron block 
used in the standard Opel 
Cali bra coupe, the CGI-based 
racing engine used for Opel’s 
German touring car 
challenge developed nearly 
three times the horsepower, 
offered 40 per cent less 
internal wear, and weighed 
20 per cent less. 

GM, which made its first 
test castings using the 
SinterCast process at its 
Fritz Winter foundry in 1992, 
launched a trial programme 
in 1995 to redesign its main 


"Family 1" small car to 
incorporate CGI to mav1ml.se 
savings in weight. It is now 

Conducting rnanhtning - trials 

with a view to making CGI 
castings an integral part of 
future volume engine 
programmes. 

The aluminium industry, 
looking to vehicle makers as 
the source of significant 
incremental business in the 
form of both lightweight 
bodies and engine and other 
drlvetrain components, as 
yet has no real cause for 
concern. But it may need to 
start paying attention. 

CGI is still a lot heavier 
fhflf) aluminium — the same 
block made of aluminium 
would be 37.5 per cent 
lighter than one made of 
cast iron, whereas a CGI 
block would be only 25 per 
cent lighter. But CGI is 
claimed to be considerably 
cheaper to produce, and 
when recycling Is taken into 
account, to require only 
one-ninth the energy input 
of aluminium for a similar 
function and life. 

CGI has a vermicular 
structure which makes it 
almost twice as strong as the 
grey iron which has been the 
traditional material of most 
cylinder blocks. Its 
production, however. 


The SinterCast process 


Carbon 
equivalent 


Process pootroffer 



Transfer tedk* 
base treatment 

Sourcac Oln ta CMl' . ‘ 


SinterCast 

sample 


Trirnmsi^teocBfiers 
andtaoctifaritsT ~ •* 


requires additives to grey 
Iron in the foundry at such 
precise levels that the 
production of stable CGI on 
a large scale has not been 
possible. 

It is a problem SinterCast 
has been addressing for 
many years and, according 
to its manag in g director, Mr 
Bertil Bagman, has finally 
found a solution. 

SinterCast's process it is 
claimed, can be Installed 
quickly and relatively 
cheaply in the foundry pro- 
cess. Samples of molten iron 
are collected by a sampling 
probe containing twin ther- 
mo-couples. Data from the 


probe is systematically con- 
veyed to a computer-con- 
trolled analysis and additive- 
dispe nsing system detcnznn- - 
ing very precisely the 
required volumes of addi- 
tives. Bach melt load can be 
precisely formulated before 
ca s t in g . The normal rate of 
foundry flow is barely 
affected by the process, 
according to SinterCast 
The CGI process - hard- 
ware, materials, flow-rate 
changes - adds 9 to 11 per 
cent to a casting’s casts rela- 
tive to grey iron. But this 
extra cost is calculated to be 
neutralised at a weight sav- 
ing per block in the nine to 


12 kilogrammes range. 
Savings above 20kg per cast- 
ing are calculated to reduce 
the net cost of the ffwtehnd 
unit by around 10 per cent, 
i gnoring other benefits. All 
but the smallest engine 
block eawrings thus could be 
cost neutral or enjoy cost 
reductions. 

For SinterCast, with its 
technology centre in Katrl- 
neholm, Sweden, but its 
headquarters in Twicken- 
ham on the outskirts of Lon- 
don, the past year has 
marked the start of transi- 
tion from a long develop- 
ment path, begun, in 1983, to 
the first commercial installa- 


tions. Subsidiaries have been 
set up in the US, the Nether- 
lands, Germany. Spain, 
Ireland and Mexico. 

Some seven years ago, 
when the technology break- 
through seemed close, the 
company’s market value 
reached a peak of over 
SKriftm, only to slide to less 
than SKr400m within a few 
years as the harsh realities 
of intensive testing damp- 
ened investor fervour. 

Although the share price 
is again rising, the commer- 
cial risks remain high until 
large-scale production can be 
shown to have begun in ear- 
nest 


Partners in safety 


Saab calls for real crash details 


Cars with an array of 
advanced technologies devel- 
oped in partnership by auto- 
motive components group 
LucasVarity and French 
electronics group Thom- 
son-CSF Radars and Contre- 
Mesures are undergoing test 
cycles of 600-plus miles per 
day at speeds up to 124 mph, 
writes John Griffiths. They 
are a prelude to commercial 
production within the next 
few years. 

The cars Incorporate sev- 
eral separate technologies 
first developed in the Euro- 
pean motor industry’s col- 


laborative research pro- 
gramme, Prometheus, and 
now grouped within the test 
cars as an "integrated driver 
support” (IDS) system. 

Features Include adaptive 
cruise control, which keeps 
the vehicle at a safe distance 
from ttie car in front; lane 
guard, which warns a driver 
if he or she is straying from 
a lane; lane support, which 
can automatically guide the 
car back to the correct lane; 
and collision avoidance, 
which can operate both 
brakes and steering to avoid 
a crash. 


Lucas and Thomson are to 
show the grouped technolo- 
gies to car makers this year, 
well aware that they are in a 
race for orders with other 
big European groups pursu- 
ing commercialisation of 
similar technologies. 

Early forms of the technol- 
ogies were cumbersome. 
However, miniaturisation, 
which has allowed video and 
radar sensors to be packaged 
within a driving mirror, and 
much faster microproces- 
sors, are expected to acceler- 
ate introduction of the tech- 
nology. 


An appeal for national 
governments to consider 
publishing real-life accident 
data, not just the results of 
mandatory crash tests, is 
being made by Swedish car 
maker Saab - half -owned by 
General Motors - as the 
company celebrates its 50th 
birthday, writes John 
Griffiths. 

Mr Cbrister Nilsson, Saab 
Automobile's head of 
accident investigations, says 
the company has built up a 
database of more than 5,000 
real accidents. Including the 
assessment of personal 


injuries and I nt ervie w s with 
victims, as well as v ehicle 
damage. 

The database, he insists, is 
proving more useful to the 
company in developing 
crash-worthiness than mere 
compliance with EU and 
other standardised crash test 
procedures. 

“I’m not saying we 
shouldn't be doing 
laboratory tests with 
du mmi es. They are useful 
for development testing, but 
the results should not be 
used to encourage people to 
say one car is safer than 


another,” says Mr Nilsson. 

Such data is published In 
Sweden itself, through 
Foiksam, the country’s 
largest insurer, and by two 
insurance institutes in the 
US. 

The appeal comes as Euro- 
pean New Car Assessment 
programme (Euro-Encap), 
comprising the Federation 
Internationale de F Automo- 
bile, EU national motoring 
organisations and the UK 
department of transport, is 
preparing to publish its next 
series of crash tests, for 
medium-sized cars. 


The Encap tests, launched 
this year with the declared 
intention of helping consum- 
ers make more informed 
decisions about the safety of 
the cars they buy. are con- 
ducted at 64 kilometres an 
hour, compared with the 56 
kph requirement of the cur- 
rent “official” EU tests. 

Publication of the first 
tests, on “superminis" ear- 
lier this year caused a furore 
in the motor industry when 
they concluded that protec- 
tion to occupants was con- 
siderably less than indicated 
in “official" tests. 


Lease Plan. 

A unique open approach 
to vehicle leasing. 
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Lease Plan provides a unique vehicle leasing and 
fleet management service. 

like many of our competitors we only charge 
precisely what we quote. But unlike other vehide 
leasing companies, we refund any savings we make. 

Wc believe it's only fair that if the basis of the 
original calculations change, such as maintenance, 
depreciation, or residual value, we either absorb any 
loss, or we refund customers any surplus. 


last year alone, our customers benefited by more 
than £4 million. And you’ll know precisely what your 
fleet costs are because all our calculations are visible 
and open to inspection. 

To find out more, about how Lease Plan can help you 
find your way around the vehide leasing jungle, simply 
telephone or complete the information request below. 

0345 65 60 65 
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Laboratory testing Is Important tor devatopnient work - but the results should not be RrisMerpretad 

Tokyo without tears 


While the first satellite- 
based in-vehicle navigation 
systems are impressing 
European drivers able to 
afford the £l.30O-plus that 
they cost, the advanced traf- 
fic monitoring infrastructure 
in urban Japan is about to 
allow “intelligent" route 
guidance to be elevated onto 
another plane. 

A wide-ranging co-opera- 
tive venture has begun to 
allow drivers - initially only 
in Mercedes - to skirt the 
notorious traffic jams in 
Japan’s capital of 20m people 
by Integrating route guid- 
ance with “real-time" traffic 
Information. 

The venture has as its 
partners Daimler-Benz, its 
Japanese Mercedes-Benz 
subsidiary, Systemhaus, Nip- 
pon Telegraph and Tele- 
phone, Tokyo's advanced 
traffic information system 
(Atis), and Tokyo police. 

The venture, which is 
being operated by Daimler- 
Benz Interservices Telematic 
Japan, a company estab- 
lished earlier this year, util- 
ises the network of 14,000 
road sensors and TV cam- 
eras monitoring 900 intersec- 
tions under the control of 
Tokyo police. 

The data from this moni- 
toring infrastructure is read 
by 119 computers then 
passed for processing by the 
new Intelligent Traffic Guid- 
ance System (TIGS), which 
passes on route recommen- 
dations drawn up on the 
basis of prevailing traffic 
conditions. The data is tai- 
lored to the position of indi- 
vidual vehicles and transmit- 


ted via mobile phone tech- 
nology. 

Although confined ini- 
tially to Mercedes-Benz 
vehicles, the system will 
become available to other 
vehicle users later this year. 
Japanese motorists are by 
far the most advanced in 
terms of satellite-based route 
navigations, with more than 
lm users already. 

The technology combines 
software from Daimler- 
Benz’s traffic research sector 
and Mercedes-Benz's route 
guidance system. 

The system also calculates 
estimated time of arrival In 
current traffic conditions, 
and. provides additional 
information such as weather 
forecasts, parking space 
availability in the city, news 


bulletins and even Shinkan- 
sen (bullet train) timetables. 

With economic damage 
due to traffic Jams in Tokyo 
currently estimated at 
around Y8bn a day, user 
costs for the ITGS system of 
a one-off registration fee of 
V 5,000 and a monthly fee of 
Y3.000 appear small. 

Mercedes-Benz's research 
division says that develop- 
ment and testing of the ITGS 
system has taken about 15 
years. However, the absence 
in other Mg cities of such a 
highly-developed traffic 
monitoring infrastructure 
makes it likely that "the 
Tokyo system will be unique 

throughout the world for 
some time to come". 

John Griffiths 


Extra 
help 
is at 
hand 


The Alabama-built Mercedes 
M-Class sports utility 
vehide and BMW’s 3-Series 
saloon ranges will be 
the first vehicles to 
become available with a 
new ITT Automotive- 
developed -automatic 
stability system", starting 
towards the end of this 


The system utilises yaw. 
speed and traction sensors 
to determine where the 
vehicle is going, compared 
with where the driver 
appears to want it to go. 

It helps control steering, 
handling, braking and 
acceleration to stabilise the 
car safely if the driver has 
entered a bend too 
enthusiastically or is 
otherwise on the point of 
losing control.' 

The system is claimed to 
be “a quantum leap in 
anti-lock braking and 
traction control technology” 
by Mr Tom Chambers, ITT 
Antomotfve vice-president 
In charge of brake and 
chassis systems for the 
$8.7tm turnover group. 

Both General Motors and 
Robert Bosch are among 
companies known to be 
developing similar systems, 
however. 

Mr Jim Gill, an ITT 
Automotive spokesman, 
meanwhile rejects 
suggestions that the 
technology marks a step 
towards taking control of a 
vehicle away from the 
driver. 

The group, based at 
Auburn Wills , Michigan, has 
yet to announce its further 
intentions, but plans are in 
hand to take the technology 
a substantial step further, 
with its eventual integration 
into on-board satellite 
guidance systems. 

Such systems use 
CD-Roms containing 
finely-detailed maps in 
conjunction with 

geo-stationary satellites to 
identify the vehicle's 
location continually to 
within a few yards. 

Under the system 
envisaged by ITT 
Automotive, the combined 
sateQite/stahtiity technology 
will “read” the road ahead, 
anticipate bends, calculate 
their severity and thus 
allow the vehicle to proceed 
through the bends at speeds 
likely to preclude the d rive r 
getting into trouble in the 
first place. 

"It will be yet another 
useful tool for the driver, 
not something that 
threatens to take over,” ITT 
Automotive insists. 

With “intelligent" cruise 
control, lane-keeping and 
emergency braking systems 
also on the horizon, 
however, the trend or the 
technology appears to leave 
drivers with less and less to 
do. 

ITT Automotive is giving 
no indication of the price of 
the systems, which can be 
fitted only as original 
equipment. “That must be 
up to the car maker,” says 
Mr Gili. 

As with anti-lock braking 
systems, the technology will 
appear first at the luxury 
end of the market, but is 
expected to spread to 
mainstream volume cars as 
economies of scale are 
achieved. 

The complexity of the 
technologies being 
introduced to cars Is leading 
ITT to introduce driver 
training courses both in 
Europe and North America 
to teach its proper use. 

John Griffiths 
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Fleet management 


Cross-border operations gather momentum 

EU integration fuels a need for companies 
to source and develop fleets on a 
pan-European basis, writes John Griffiths 


Whatever the immediate outcome of 
monetary union, the Social Chapter 
and other broad-issue EU negotiations, 
business is breaking down its own bar* 
tiers across Europe to make the singe 
market more accessible. One conse- 
quence is that the efficient operation of 
cross-border vehicle fleets - both cars 
and commercial vehicles - is moving 
further up the corporate a genda 
Ihe propensity for companies operat- 
ing solely within natWai borders to 
buy and manage them own fleets is stm 
strong - despite often exaggerated 
c la ims about the penetration of con- 
tract hire, leasing and specialist flee t, 
management services into the tradi- 
tional fleet manager's rimrmtn 
But the complexities of cross-border 
fleet operations, ranging fr om legisla- 
tive differences to the varying cultures 
and intricacies of after-sales s u p port , 
are creating a natural opening far spe- 
cialised leasing and fleet management 


groups ready to undertake the exten- 
sive research needed to understand the 
constituent markets - and to obtain 
the necessary expertise to exploit t hem. 

Arising out of that op po rtuni ty, a 
distinct trend is emerging; the frw gfrr g 
of all ia n c es between national groups 
using each other’s detailed knowledge 
of individual markets to attack Europe 
as a whole. 

The attractions of the market are 
self-evident. According to estimates by 
Lease Plan, part of the Europe- wide 
vehicle leasing operations erf the Dutch 
ABN Amro banking group, Europe’s 
company car population totals 17m. an 
ever-increasing proportion of which 
needs to operate trans-naticnaBy. 

Dial, Barclays Bank’s fleet leasing 
subsidiary, is already starting to reap 
the rewards of its own venture into a 
pan-European leasing activity. Auto 
Leasing Europe (Ale). 

Set up in 1994 as an initiative of 


Dial's holding company, Ale is primar- 
ily a trading alliance between several 
European partners. Apart from Dial it 
includes Anna (the Netherlands and 
Belgium). Sixt Leasing (Germany. Swit- 
zerland and Austria), and Fleet Ser- 
vices (Ireland). Coverage of most of the 
rest of Europe is through Dial subsid- 
iaries set up for the purpose in France, 
Italy, Spain and Portugal. 

Mr John Lewis, executive director of 
Dial and Ale’s founder, says the logic 
of such an approach to Europe as a 
region Is compelling. ‘Individual mar- • 
kets differ widely and it makes good 
sense to tap each other's local market 
and product knowledge, as well as buy- 
ing power." 

ICL, the computer group, Royal 
Liver, th e UK assurance company, and 
Tmatifm , 3 M* b data storage atui imag in g 
systems subsidiary, are among the 
companies with which Ale has secured 
contracts, with back-up services such 
as maintenance and breakdown ser- 
vices available throughout the region, 
irrespective of the country in which 
the vehicle is actually supplied. 
“Increasingly, multi-national compa- 
nies want a one-stop service," says Mr 
Lewis. 


The vehible fleet leasing and contract 
irtre sector has a reputation for being 
viciously competitive, and thus prone 
to over-state its own virtues. Neverthe- 
less, the contention of some leading 
companies that their pan-European 
expertise is a worthwhile investment 

fOT fat P fnatifiniitirinp Vi rKinKUM dOCS 

appear to be paying oil GE Capital 
Fleet Services, for example - the US- 
owned group which bought one of the 
UK’s bigger lease companies, 
Leasecantracts, 21 months ago - says 
the pan-European part of the business 
has built up annual turnover of fSflftm 
from zero in under five years. 

Mr Jonathan Burr, managing direc- 
tor, insists that the move into interna- 
tional markets by the big companies, 
whether through takeovers or alli- 
ances, is not for the incestuous glory of 
the industry's leading participants, 
simply so that they can increase mar- 
ket share. 

He claims that being able to organise 
fleet operations on an international 
basis "realty can save mega-bucks’* for 
businesses needing to advantage 
of them. “We would expect a pan-Euro- 
pean deal to produce savings of 
between 10 and 17 per cent," he says. 


GE. and others in the business, main- 
tain that the pan-European leasing 
trend stems in part from the increasing 
sophistication being shown by busi- 
nesses towards out-sourcing. Initia- 
tives on the fleet front are now often 
being taken, and progressed, by 
extremely high-level sourcing special- 
ists who have already embarked suc- 
cessfully on these lands of cross-fron- 
tier sourcing deals in other areas, such 
as information, technology and travel,” 

adds My Burr. Catering to the d emands 
of such customers, however, requires 
substantia! investment GE says it is 
committed to investing some $LOOm in 
IT systems and other resources over 
the next five years. 

There is every sign that the develop- 
ing pan-European vehicle fleets busi- 
ness will be as cut-throat as the jos- 
tling in national mark et s 

Also joining the Euro-alliance ranks 
is Swan National, the contract hire and 
imaging subsidiary of HSBC-owned Mid- 
land, one of the UK’s principal clearing 
TmtiVc - initially with Dutch group 
TOP Lease. UCA Lease of France, a 
Credit Agricole subsidiary, and Maske, 
an independent group in Germany. 

Collectively they claim to have con- 


tracts for the finance, tiKma gpmnnt and 
maintenance of more than 95,000 cars 
around Europe. 

The alliance is a loose one, created 
under the banner of the Europewide 
Fleet Funding and Management Initia- 
tive (EFFAM). There are no cross-eq- 
uity stakes. The project chiefly 
involves the coordination of services 
to give customers a single contact 

point in any country through which to 

gain access to se rvice s and expertise in 
any or all of the EFFAM member coun- 
tries. 

"Already we have been in discus- 
sions with some companies and have 
tendered for their fleets, so we kn ow 
the operational capability of EFFAM 
works," says Mr Wallace St ein . Swan 
National’s managing director. Leasing 
groups in Denmark, Portugal, Austria, 
Italy and Switzerland are also ear- 
marked for membership. In a project 
aimed at businesses whose needs for 
cross-frontier vehicle fleet operations 
are becoming increasingly urgent, one 
of EFFAM*s first initiatives has been to 
commission a European fleet strategy 
management guide from academics at 
the UK’s Henley Centre for Automotive 
Management. 
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Business leasing now 
growing Europewide 


Financial packages offer viable 
alternative to buying company 
vehicles, reports John Griffiths 


The company car, once 
mainly a UK phenomenon 
devised as a manna of cir- 
cumventing government-im- 
posed pay freezes in the 
1970s, is becoming 
entrenched throughout 
Europe. Excluding daily 
rentals, around one-third of 
all new cars are now likely 
to have been funded in some 
way by corporate cash, 
according to latest industry 
estimates. 

Since 1994, the fleet sector 
has grown from 46 to 56 per 
cent of total new car sales in 
the UK “In the other major 
European markets, fleet 
sales are less important 
but are nevertheless 
becoming a significant fac- 
tor," according to Andersen 
Consulting research under- 
taken for a FT Management 
report*. 

Figures from Ecatra, the 
European vehicle rental and 
leasing association, show 
that wen over 5m cars are 
now the subject of business 
leasing and contract hire 
deals in the 16 principal 
countries of western Europe. 
The largest such fleets are 
based in Germany. 

As in France, Germany’s 
leasing and contract hire 
sector is driven by na tiona l 
car manufacturers such as 
Volkswagen and Renault. 
However, estimates in an 


Economist TntnIUgwnng ITntt 
study** of Europe’s new car 
market underline the rea- 
sons why the region is 
a t tr a ctin g so much attention 
from the contract hire and 
leasing industry. 

New leasing contracts are 
already at a minimum of 
l~5m units a year and grow- 
ing rapidly, according to the 
estimates* 

That it is growing so fast, 
the EIU study concludes, is 
partly the function of highly- 
imaginative financing pro- 
grammes and support ser- 
vices dreamed up by the 
leasing industry, primarily 
in the UK and now being 
exported. 

“These ftnnnrrtot packages 
are spreading to all Euro- 
pean countries, offering an 
alternative to some forms of 
purchase, ” it says. "Contract 
hire is the newest of the 
forms and has not been fully 
accepted in many countries. 
However ft is also the fast- 
est-growing." 

Even though the contract 
hire and leasing sector in the 
UK appears to be approach- 
ing maturity, it is not sur- 
prising that even medtum- 
sized UK-based leasing com- 
panies are resisting any 
temptation to set up in conti- 
nental Europe, according 
to another study, under- 
taken by Research Associ- 


ates for Swan National. 

Mainly US-controlled mul- 
tinationals such as Hertz, 
Avis and PHH are already 
too well entrenched for 
smaller independents to 
mount a significant chal- 
lenge, the research con- 
cludes - "those companies 
which have aggressive plans 
for Europe are already multi- 
nationals". 

It is In the UK, however, 
that the leasing industry 
may soon start learning 
about the limits to growth. 
Contract hire, where all 
maintenance and other ser- 
vices is normally included, 
has been the main enginp of 
growth in the UK, reaching 
1.06m units in 1994, or 
around one-third of the com- 
pany car market 

By the year 2000, however, 
according to Research Asso- 
ciates estimates, contract 
hire will peak at around 
1.44m units, representing 
some 50 per cent of the total 
business car market 

ft is an industry in which 
margins are already under 
considerable pressure, with 
concerns about long-term 
profitability of the sector 
being aired ever more stri- 
dently. 

* Marketing Strategies m die 
European Car Industry, FT 
Audmtotsoe Publishing. Pear- 
son Professional ImL, Maple 
House, 149 Tottenham Court 
Ed, London W1P3LL 
** The New Car Market in 
Europe, Economist Intelli- 
gence Unit, 15 Regent St. 
London SW1Y 4LR 
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strategy bible 

No miracles. 

Just revelations. 

in the beginning there was darkness. And confusion. Then 
it come to pass that Swan National became one 
of the largest car leasing companies in 
the land- Soon it was known that Swan 
National had more fleet funding solutions 
than anyone else. And Swan National 
commissioned a book on the subject and 
the people rejoiced. 

Call Swan National on 0121 450 5760 
for your FREE Henley Guide (Cover Price 
£25) - an indispensable guide to fomwlafing 
fleet strategy independently prepared by the 
Henley Centre for Automotive Management. 
We’ll also be happy to arrange a meeting to 
discuss your requirements. 



<Z> 


Swan National 

Member HSBC Group 
Swan National Ltd, PO BOX 5693, 
54 Hag fey Road, Birmingham B16 8PL 
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Royal Mail, one of the UK’s largest vehicle fleets, is conducting trials of alternative gas foeta CNG and LPG in conjunction with BP and Ford Motor 

‘Clean’ fuels slow off the mark 


Governments are stepping up 
efforts to encourage companies 
to switch, reports Neil Wallis 


Fleet managers have plenty 
of reasons to be sceptical 
when advocates of alterna- 
tive transport fuels 
announce that a break- 
through for one or other of 
the “green" fuels is immi- 
nent 

Recent transport history is 
replete with false starts and 
failed promises, but evidence 
is mounting to suggest that 
it may be time to suspend 
disbelief 

Governments throughout 
the world are taking con- 
certed steps to reduce pollu- 
tion. in cities and to meet 
agreed targets for reductions 
tr carbon dioxide emissions. 
Simultaneously, clean fuel 
technology developments are 
being spurred in the US 
through a combination of 
mandatory limits on emis- 
sions and tax incentives. 

In the UK, the new Labour 
government has come to 
power with a commitment to 
force the pace of develop- 
ment towards cleaner fuels. 
It Inherits a programme set 
up by the Conservative gov- 
ernment and ran by the 
Energy Saving Trust (EST) 
to promote the use of alter- 
native fuels. 

EST's Powershift pro- 
gramme to tr ansf orm 
the market by increasing 
awareness among fleet man- 
agers of the benefits of alter- 
native fuels, and by improv- 
ing the availability of 
refuelling infrastructure. 

The programme includes 
projects to demonstrate the 
viability of vehicles running 
on liquefied petroleum gas 
(LPG) and compressed natu- 
ral gas (CNG), and a Coven- 
try-based scheme to assess 
the technical merits of elec- 
tric cars. Both the gaseous 
fuels, according to their 
advocates, are becoming 
commercially attractive fol- 
lowing cuts of 15 per cent 
and 25 per cent In fuel duties 
in the last two government 
budgets and an imminent 
reduction in vehicle excise 
duty lac certain gas-powered 
tracks. 

EST’s transport pro- 
gramme manager, Mr Jona- 
than Murray, believes that 
the new UK government will 
cut gas fuel duties further 
and introduce new tax 
breaks. Meanwhile, the 
duties levied on the “tradi- 
tional" road fuels - petrol 


and diesel - are likely to 
continue to increase by at 
least 5 percentage points 
above the rate of inflation. 

Converting a light duty 
vehicle to run on LPG costs 
roughly £2,000 and a heavy 
duty conversion around 
£9,000. LPG-dedicated 
vehicles are also available at 
a modest extra cost over die- 
sel models. Renting a fleet 
fuelling facility costs up to 
£25,000 annually, though fuel 
suppliers may pay part car all 
of this cost 

Mr Henry Clayton, Euro- 
pean auto LPG development 
manager for Shell Gas, says: 
“A further reduction in fuel 
duty would give a real boost 
to the gas vehicle Industry. 
Operators running costs are 
aim oat at break-even now. 
but more help is needed, 
especially for bus operators 
who already get a large 
rebate cm their fuel duty." 

UK fleet managers consid- 
ering switching their fleets 
to a gas fuel are constrained 
by the need far vehicles to 
return to a central location 
as, unlike in the Netherlands 
or Italy, public refuelling 
facilit ies are extremely lim- 
ited. 

LPG is the world’s most 
widely used alternative fuel 
but, with about 1m vehicles 
operating globally, CNG is 
gaining converts. Adapting a 
vehicle to ran on CNG costs 
slightly more than an LPG 
conversion, mainly because 
the fuel tank must be larger 
and stranger. CNG-dedicated 
vehicles are now available 
and offer performance and 
emissions advantages com- 
pared with conversions, but 
there Is a price premium. 
CNG refuelling fecfHties are 
also more expensive to 
Install, although this cost 
may be met by fuel suppli- 
ers. 

The choice between CNG 
and LPG is likely to depend 
on the type of vehicle fleet 
and a number of local supply 
factors, as well as the avail- 
ability of grants or other 
incentives for switching 
fuels. Mr Murray says that, 

at the infflnwit, the econom- 
ics look most attractive for 
Ught vehide fleets convert- 
ing to LPG and for large 
track oper a t o r s changing to 
CNG. 

An important concern for 
fleet managers opting for 


either of the gas fUels is that 
the resale price of gas 
vehicles will continue to be 
low until a larger market 
develops. 

Iff- Martin Hancock, mar- 
keting and development 
manager of Travel West Mid- 
lands which has bought 14 
Volvo CNG buses, expects its 
operating cost per kilometre 
to be comparable with diesel 
models despite a duty rebate 
at about 25p per litre on die- 
seL The buses were pur- 
chased with support from 
the Energy Saving Trust, 
while British Gas paid for 


the TTiRtallatinm of refYi eTTing 

facilities. 

So far, apart from public 
transport operators, only a 
few private organisations in 
the UK have opted to try 
alternative vehicles. Body 
Shop and the main delivery 
contractors for Marks & 
Spencer, BOC Distribution, 
are exceptions, trialling CNG 
delivery vehicles in the Lon- 
don area. 

Aside from the potential 
financial gains, are there 
any other reasons for a com- 
pany to change to alterna- 
tive fuels? 


Mr Bernard Barnett, 
vicepresident of the adver- 
tising agency Young & Rubi- 
cam Europe, says that 
research Indicates that there 
are few dear business bene- 
fits to a typical company in 
being seen to be “green", 
although it is a gesture of 
“good citizenship”. Being an 
early switcher to a dean fuel 
could, however, offer an 
immediate PR boost “There 
is certainly a publicity 
opportunity, and it would be 
positive news, positioning 
the company as responsible 
and forward-thinking." 


IMPORTANT INFORMATION FOR COMPANIES WHO OPERATE A FLEET 


How you could 
pay MORE for your 
vehicles, yet SAVE 

£ 89,000 


A paradox explained 
On analysing a customer's business and 
advising them to move from funding their 
vehicles through Contract Hire to 
Contract Purchase and actually m creasing 
their monthly rentals by £60* per vehide, 
we were able to reduce their overall fleet 
cost by more than £89.000 over 3 years. 
Contract Purchase allowed the customer 
to benefit from lower operating costs due 
to corporation tax and VAT benefits. 

So although the cheaper monthly rentals 
for the Contract Hire option seemed 

best, in this particular case. Contract 
Purchase ultimately proved to be cheaper 
over the term of the contract due do the 
tax benefits. 

Pro-activity is 
the key to our success 
More and more companies are coming 
00 Dial because they find Dial's pro-active 
approach is resulting In increased fleet 
efficiencies and real reductions In vehide 

operating costs. 
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Expertise and experience to 
focus on all fleet issues 
The case above illustrates just one 
example of hew we can address all your 
fleet issues from tax policy to fleet poficy 
to the optimum funding method to the 
best sourdhg/disposal strategy to adopt 

and so on. 

Dial, one of the UK 1 !! 
leading vehicle management 
companies - 

Dial is part of the Barclays Bank Group 
Pic and has over 30 years' experience in 
delivering tailored vehide management 
solutions to a wide diversity of fleets and 
industry sectors. Our fuD commitment to 
meeting our customers’ needs enables us 
to develop long-term partnerships, and 
pfy an important role in supporting the 
changing needs of their business. 

CaSDbft vehide management line on 

0181 246 3061 

and find out how we could make a 
significant Impact on your fleet. 
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Dal Comnccs linked. 
Dial House. Burann Read. 
London SWI5 6 SDl 
h&pefbnmhfata&idtfijid 







VIII 


FINANCIAL TIMES THURSDAY JUNE 1- 1997 


FT AUTO 




The tyre industry 


Pressures on profits remain 


Demand in developing countries looks rosy, but competition among manufacturers 
is likely to remain intense in these and existing markets, writes John Griffiths 


The good times are rolling 
again in the world tyre 
industry - but only when 
measured against the severe 
bufferings it has received 
over the past decade. Profit 
margins are still very mod- 
est by the standards of many 
other industries, particularly 
in the case of original equip- 
ment supplies to the world's 
vehicle makers. 

Most, if not all. of the lead- 
ing participants in the sector 
are pleased to have returned 
to clear profitability after 
five years of consolidation 
and restructuring. 

There is also minor com- 
fort in the prospect that the 
severe competitive pressures 
facing the industry should 
be mitigated a little by 
steady growth in demand for 
tyres as vehicle use 
increases in the emerging 
world. 

Total demand, covering 
both original and replace- 
ment tyres, is projected by 
most industry estimates to 
grow by nearly 20 per cent 
per cent between now and 
2005. However, according to 
forecasts from the Econo- 
mist Intelligence Unit in a 
new study of the Industry*, 
only 8 per cent growth is 
forecast for the developed 
markets of western Europe 
and North America, com- 
pared with a rise of 38 per 
cent for the developing 
world. 

Those forecasts promise a 
fierce battle for shares of 
this new business, with 
aggressive and rapidly 
expanding tyre companies 
indigenous to the Asia-Pa- 
cific region, for example, 
determined not to be left 
out In these circumstances, 
a big question must be: can 
the industry's current profit- 
ability be sustained, and if 
so, for how long? 

The biggest concern is 
capacity. There is still too 
much in developed regions 
such as Europe and North 
America, yet more has been 
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coming on stream In the 
developing world, including 
India and China, from which 
there will be an increasingly 
aggressive drive for export 
markets. 

Despite the industry’s dec- 
larations that never again 
would it allow itself to 
repeat, for a third time, the 
price wars, plant closures, 
takeovers and other rational- 
isations of the early 1980s 
and early 1990s, speculation 
Is growing that another 
over-capacity crisis is 
waiting in the wings for the 
next cyclical downturn. 

Some industry analysts 
say that even the process of 
consolidation which has left 
more than 80 per cent of the 
world's tyre production in 
the control of just 10 large 
manufacturers may still 
have some way to run - a 
viewpoint given some sub- 
stance when Cooper Tyre, of 
the US, bought the small but 
well-known Avon Tyres, of 
the UK, this year. 

Under these analysts' sce- 
nario, the industry’s “Big 
Three" - Bridgestone. 
Japan’s and the world’s big- 
gest tyre maker measured by 
value of sales, France's sec- 


ond-placed Michelin, and 
Goodyear Tyre and Rubber - 
already have a large size 
advantage, and hence econo- 
mies of scale, over the next 
three companies - Continen- 
tal (Germany), Pirelli (Italy), 
and Sumitomo (Japan). The 
top three companies are 
each at like twice as big as 
their counterparts in the sec- 
ond tier. 

Certainly, the big three 
have performed well finan- 
cially at the operating level, 
although the on going costs 
of restructuring and other 
exceptional have continued 
to hit bottom lines. 

Bridgestone, helped by the 
depreciation of the yen, last 
year saw its export sales rise 
30 per cent, lifting total sales 
by 16 per cent to Yl,958bn. 
Net profits jumped by 29.9 
per cent to Y70bn. Goodyear 
reported 1998 earnings of 
9674.7m, up from $61 lm in 
1995, although net profits fell 
after extraordinary charges 
relating to its oil pipeline. 
Tyre sales rose by 72 per 
cent Michelin’s net earnings 
last year rose to FFr2.9bn 
from FFr2. 8bn, despite more 
exceptional costs than 
FFrSOOm. 


Subjecting the second-tier 
companies to a pincer-move- 
ment of pressures are even 
smaller, yet hi g hl y focused, 
companies finding adequate 
returns In the business by 
concentrating exclusively on 
niche markets, or confining 
their activities to specific 
regions. 

Additionally, there are 
rapidly-expanding compa- 
nies in South Korea and 
other Asia-Pacific countries. 
Kuznho, of South Korea, is 
already ranked tenth in the 
world with sales of well over 
$l.2bn. Its national rival, 
Hankook, is one place down 
the ladder but says it is 
determined to overtake 
Sumitomo into fifth spot 
within a few years. 

The second-tier players, 
the EIU study argues, “have 
a world presence but typi- 
cally they are significant 
players in only two or three 
regions and they do not dom- 
inate or lead in any region. 
In this situation it is difficult 
• to earn the profit margins 
enjoyed by the industry lead- 
ers" 

Company accounts for 
1995, when recovery from 
recession was gathering 
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10 & 11 September 1997, Hotel Intercontinental Frankfurt 


This major FT conference, timed to coincide with the biennial Frankfurt Motor Show, is widely regarded as the 
premier event In Europe for the international motor industry This year's meeting brings together expert speakers from 
Europe, the USA and Asia Pacific to discuss recent developments and future trends in the world automotive sector; 


( Topics to be discussed include: } 


The Restructuring of the Global Automotive 
Industry — Opportunities and Challenges in the 
New Millennium 


New Markets and New F*tayeis in the Automotive 
Business — Where is the Growth Going to Come 
From? 


Europe's Competitiveness as a Production Base for 
Global Car Manufacturing 


Challenges Facing Component Manufacturers in 
the Late 1990s 


Government Subsidies and the European Motor 
Industry 


Technology and Telematics — A Driving Force in 
the Motor Industry 
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momentum, supported the 
contention: operating mar- 
gin for the big three aver- 
aged averaged 7-8 per cent; 
the average for Conti, Pirelli 
and Sumitomo was 4L7. 

Yet the second-tier compa- 
nies can point to a faster 
recovery rate than their big- 
ger rivals, and both Pirelli 
amt Continental maintain 
that they are doing well by a 
strict approach to control- 
ling costs targeting, in 
particular, high-performance 
and other premium tyre 
niches. 

Last year, despite the 
stronger lira leading to Pirel- 
li’s tyre sales foiling by 4.6 
per cent, operating profits 
rose by 6.9 per cent. Net 
profits advanced 51 per cent 
to L387bn, well above mar- 
ket forecasts. Mr Marco 
Tranchetti Proven, Pirelli’s 
chairman since an abortive 
bid to take over Continental 
plunged Pirelli Into losses 
five years ago, says he 
expects Pirelli to perform 
“positively” again this year. 

Continental last year saw 
profits before tax. and 
extraordinary items rise 88 
per cent to DM328m, 
although this was reduced to 
a 24 per cent rise at -the net 
level because of ongoing 
restructuring costs. The 
company, as well as closing 
some plants in order to con- 
centrate manufacturing, 
made some initially expen- 
sive moves to escape some of 
Germany’s high costs by 
transferring production of 
non-premium tyres to coun- 
tries such as the Czech 
Republic and Portugal 

Sumitomo. Japan’s third- 
largest tyremafeer and which 
controls Dunlop in Europe, 
saw its tyre sales rise by 6.1 
per coot, helped by recovery 
in the Japanese car Industry, 
while fall-year consolidated 
profits rose by 29 per cent 
Further profits increases are 
forecast for this year. 

Sumitomo and Goodyear 
this year have shown that 
the case for maintaining 
flexibility of approach both 
to markets and production is 
a strong one. Currently they 
are putting in place one of 
the more significant joint 
ventures of recent years, a 
production and market shar- 
ing agreement under which 
Goodyear will produce and 
sell Dunlop-branded tyres in 
the US and Sumitomo will 
produce and sell tyres for 
Goodyear in Japan. The 
agreement could lead to 
other collaboration with 
Sumitomo, according to 
Goodyear. 

The proclaimed rationale 
for the deal is that by better 
Utilising t he mnnnfn f-t ^T r t Hg 
assets of company, no 
more capacity is created and 
each company has better 
access to desired markets 
without investment or cycli- 
cal risk. 

* The World Tyre Industry: A 
New Perspective to 2005. The 
Economist Intelligence Unit, 
15 Regent Street, London, 
SW1Y 4LRSS95!%945 



Enghasrs can mate fe re- tu ning the perfor m ance of tyres almost as easy as ca&ng up a rad to atetion. 
Tyres can be .tuneif to meet the unique ride and handling chacteristics of a car by making manor 


changes In its kibemal component* or alterfcig its tread pattern 
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Asians start to put 


squeeze on Europe 


Low-cost plants in the old east 
bloc area may be a mainstay 
defence, writes John Griffiths 


The world tyre market is for 
from homogeneous. Some 
regions, such as Latin 
America and Asia-Pacific, 
are enjoying rapid growth; 
others, such as western 
Europe and North America, 
are mature and offer no 
prospect of substantive 
increases in sales in either 
the original equipment or 
replacement sectors. 

Europe, however, is 
chang in g as the countries of 
central and eastern Europe 
increasingly become drawn 
into the wider continental 


economy. 

Car production and sales 
are rising rapidly in 
countries such as Poland 
and the Czech Republic, 
creating new markets for 
both original equipment and 
replacement tyres. 

Low labour costs and good 
engineering traditions in 
these countries have also 
encouraged another strategic 
shift in the tyre industry 
the reduction of capacity 
in higher-cost regions 
of western Europe, 
particularly Germany, and 
the takeover and 
modernisation of tyre plants 
in the east 

Continental, the world’s 
fourth largest tyre maker, 
has moved more than a 
quarter of its output to such 
lower cost plants, notably in 
the Czech Republic. 

Among its five 
acquisitions during the past 
year, Goodyear has acquired 
TC Debica in Poland and a 
majority stake in Sava, the 
Slovenian tyre maker. 
Michelin has acquired plants 
in Poland and Hungary- 

Most analysts expect more 
tyre plants to be opened in 
the old eastern bloc for some 
time to come - but offset 
always by capacity 
reductions in the west 

According to industry 


estimates, demand for 
original equipment tyres in 
eastern Europe and Russia 
will almost double, from just 
over 9m units last year to 
approaching 17m within the 
next decade, with the 
replacement market jumping 
by around one-third to 43m 
units. 

The truck tyre sector is 
also expected to enjoy rapid 
growth in the region, the 
original equipment and 
replacement sectors 
combined rising from around 
29m units last year to more 
than 40m by 2005. 

Much of the eastern 
region's tyre output will be 
directed to west European 
markets as part of efforts to 
fend off increasingly 
determined efforts by South 
Korean and other 
Asia-Pacific producers to 
penetrate both Europe's OE 
and replacement sectors. 

The Asia-Pacific producers 
are already meeting with 
some . success, despite 
European-based rivals’ 
contentions that they will 
never really succeed without 
establishing manufacturing 
plants, and thus having to 
fight on a level playing 
field with the European 
industry. 

Hankook, Korea's 
second-largest tyre maker, 
for example, has already 
secured some original 
equipment business with 
western car makers. It has 
been given technical 
approval by Ford to become 
a global supplier, and its 
tyres are already fitted on 
some of General Motors’ 
Opel Corsa models. 

Growth in eastern Europe, 
however, has taken its toll 
on a number of plants and 
several thousand jobs in the 
west Within the past year, 
for example, Continental has 
closed its Dublin facility 


with the loss of 600 jobs and 
cut back output sharply at 
its Hanover plant in 
Germany and its Semperit 
facility in Austria. Goodyear 
has closed a substantial 
fodlity In Greece. 

But it is not all bad news 
for western Europe. The 
capacity being lost has 
tended to have particular 
problems, such as poor 
location or a need for heavy 
reinvestment. Michelin, 
Pirelli, Goodyear and others 
are continuing to invest 
heavily to make their key 
west European facilities 
mare efficient and to utilise 
them more effectively. 

Inevitably, when such 
competitive pressures are 
put on the big 
manufacturers, the smaller 
ones will continue to be 
squeezed out, or at least lose 
their independence. As Mr 
Brian Smith, managing 
director of Continental’s UK 
operations points out, 
Continental itself now 
controls nearly a dozen 
brands, including Semperit 
and Barum. 

The absorption process is 
expected to continue as the 
industry leaders acquire 
further second and third-tier 
brands with which to 
compete at all price levels in 
the market place. Such a 
strategy is viewed as 
necessary if the image of the 
“premium" brand names 
such as Michelin, Pirelli and 
Goodyear is to be preserved. 

Also driving such 
acquisitions are the 
well-developed market 
niches which some smaller 
companies have exploited 
with skill. Avon Tyres, for 
example, the small UK 
producer, has prestigious 
contracts as a supplier to 
Rolls-Royce and Bentley 
cars. It is a measure of the 
competitive squeeze that 
even Avon, though still 
making profits, has bad to 
succumb - and is now part 
of the much larger US 
company. Cooper Tyre and 
Rubber. 


Optimism abounds in 


spite of US price wars 


Manufacturers have withstood 
competition and plan expansion, 
writes John Griffiths 


Firestone, 
best-known 
Capacity is 
have been 


Bridgestone of Japan, 
already the world’s biggest 
tyre maker, has set Itself the 
goal of increasing its global 
market share from around 18 
per cent to 20 per cent by the 
end of the decade. The 
reverberations are being felt 
throughout the markets in 
which it is strongest, not 
least North America. 

It has increased its 
capacity by 80 per cent since 
1990 when it took over 
one of the 
US brands, 
scheduled to 
raised by a 
further 10 to 12 per cent by 
the end of year. 

It should come as no 
surprise, therefore, that 
North America Is being 
swept by price wars. After 
being flat for more than a 
decade, prices fell by 4 per 
cent last year, according to 
Mr David Bradley, a JP 
Morgan analyst 
In the drcumstances. its 
rivals - notably Goodyear, 
the sole surviving US-owned 
member of the world “big 
three" - have stood up to 
the competition remarkably 
well, financially. 


Goodyear has just reported 
its 24th consecutive rise in 
quarterly operating income, 
with Its operating profit 
margin r i si n g . 

“In a tough year Goodyear 
has done all the right things 
In our view," says Mr 
Bradley. However, he 
believes the US group will 
find the coming 12 rermthg at 
least as tough as tougher 
competition weakens 
overseas earnings. 

Mr Samir Gibara, who 
took over as chairman of 
Goodyear last year, professes 
himself undismayed. 
Goodyear, he maintains , is 
in good shape to weather the 
storms and has its strategy 
firmly in place. 

“One major objective is to 
hold a number one or 
number two position in all of 
the industries and each one 
of the markets in which we 
participate, whether in tyres, 
engineered products or 
rubber chemicals,” he says. 
“The other is to be the 
lowest cost producer of the 
three global players." 

The company Intends to 
build on a strategy, started 
in the early 1990s in Europe, 


to improve the business wtv 
by putting particular focus 
on the large, more stable and 
profitable replacement tyre 
market. 

That it should wish to do 
so is understandable. 
Growth of the world 
replacement tyre market has 
far surpassed original 
equipment supplies, rising 
by 249m units compared 
with the OE sector's 90m 
increase during the past 25 
years. Profit margins in this 
sector are also substantially 
higher. 

While making no overt 
claims to wishing 

re-establish itself as 

world’s biggest tyre maker, 
Goodyear is back on the 
acquisition trail, with five 
purchases totalling $430m in 
little over a year in Europe, 
the Philippines and South 
Africa. 

Yet more acquisitions are 
on the cards, while a 
production-sharing 
agreement with Sumitomo 
in the US and Japan opens 
up many more possibilities. 
Mr Gibara refuses 


to 

the 


to 


these 


elaborate on what 
might involve. 

JP Morgan’s Mr Bradley, 
however, suggests It “may 
mark the beginning of the 
next round of global 
consolidation.’' If it does, he 
maintains, “that would be 


good for tyre stock prices 
and eventually good for 
earnings as well". 

Fresh victims of 
consolidation, the South 
Korean Industry Insists, will 
not be found in Seoul's back 
yard. Indeed, Kumho and 
Hankook, the country's 
biggest producers, have clear 
ambitions to displace some 
of the industry’s oldest 
members of the world's “top 
six". Kumho Is already the 
world's tenth largest tyre 
maker and Hankook is just 
one place behind, 

Hankook has declared its 
intention to become the 
world's fifth biggest 
manufacturer, in just the 
same way as Shouth Korean 
companies Hyundai and 
Daewoo have declared that, 
within the next decade, they 
will be among the world’s 
top io car makers, 

Some analysts say they 
believe the expansion of 
both tyre makers is too tost 
and that they will soon run 
into trouble. If they do not, 
smaller Japanese 

manufacturers, such as 
Yokohama and Toyo - and 
perhaps even Sumitomo - 
may find themselves waging 
a fierce battle for survival, 
even allowing for the rapid 
growth of vehicle markets to 
Asean and other Asia-Pacific 
states. 
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FT AUTO 


The tyre industry 


Partners grip demanding problems 


Pirelli developed a tyre for the 
XK8 in parallel with Jaguar’s 
work, writes John Griffiths 



Perfect p a rtna ra ; The PireO/Jaguar partnanhfci could bec om e the norm witton the motor industry 


Michelin 
holds on to 
secrets 

US plant appears to promise big 
savings, says John Griffiths 


Porsche did it with 
Bridgestone; Jaguar has now 
done It with Pirelli. 

When the demands made 
of a tyre are at the outer 
edges of the performance 
envelope, the tyre which 
works best is one developed 
in parallel with the car - 
optimising grip, hanitWng in 
wet conditions, ride, 'noise 
and other characteristics - 
as a partnership engineering 
venture. 

During the past few years, 
computer-aided design, 
simultaneous engineering, 
finite element analysis and 
even computational fluid 
dynamics have facilitated 
this process, allowing a tyre 
to be computer-modelled to 
predict its principal 
performance characteristics 
before the first one has been 
moulded. 

The tyre development for 
the XK8, Jaguar’s most 
important car for two 
decades, provides a textbook 
case of the vehicle/tyre 
development partnership, 
which is increasingly likely 
to become the industry norm 
as performance criteria - 
even far fairly modest cars - 
become more rtamnnillng 

Pirelli was well placed for 
the XK8 project even before 
it was set in train by Jaguar. 
It already had 80 per cent of 
Jaguar’s tyre business and 
for the XK8 Jaguar decided 
to make the development 
and supply relationship 
exclusive. 

The XK8 was given the 
godhead by Jaguar, and its 
parent company Ford, In 
January 1994. The tyre 
requirement to meet 
Jaguar's particular 
characteristics of good 
roadholding, low noise and 
refinement were defined that 
September. First tests an an 
early prototype started two 
months later. During 1995, 
the chassis and car 
underwent rapid 


development, with the basis 
of the “ideal" tyre evolving 
to become a version of 
Pirelli's “flagship” p Zero 
high-performance range. 

jaguar set an r^rr j 

tyre combination as a 
datum: an XJR model was 
fitted with P Zeros. The tyre 
developed for 3nrg had to 
provide equal dry and wet 
roadholding, improved 
high-speed and directional 
stability, equivalent ride 
comfort, improved refine- 
ment, reduced noise levels; 
improved on-centre “feel" 
dess steering vagueness in a 
straight line), and reduced 
“Oat spotting” (the result of 
tyres and rubber taking a 
semi-permanent set when 
parked for a long time , lead- 
ing to steering wobble until 
the deformation is elimi- 
nated by rotation and heal). 
Last, but not least, tread life 
had to be malntarnnri 

By November 1995, the 
deartime for first XK8 pro- 
duction, was set - June 3 
1996, just 30 months after the 
the car had been conceived. 
The tyres would carry the P 
Zero name and tread pat- 
tern, but sizes, materials, 
structures and manufactur- 
ing processes would differ 
from any earlier UK-pro- 
duced P Zeros. 

“They heeded major pro- 
cess revisions,” re calls Mr 
Barry Allbert, technical 
director of Pirelli’s Carlisle- 
based RAD operations and 
thus in overall charge of 
Pirelli's XK8 project “We 
had to install some pretty 
hefty new machinery and 
equipment" 

Simultaneous engineering 
allowed the final tyre specifi- 
cation to be developed, and 
the first prototype tyres 
built in the three months 
leading up to the car’s 
unve iling at last year's 
Geneva motor show. 

In April, with Jaguar’s and 
PJreffi’B development teams 


working in parallel, the final 
tyre specification was Btgnnrt 
off, and production at Car- 
lisle got under way in May. 

The core part of the tyre 
development and manufac- 
turing process had taken 
just seven months. “It 
pushed us to the limit,’’ says 
Mr Allbert. 

He expects, however, little 
relief in the future. “Times 
to market are shortening 
and we are almost continu- 
ally compressing the time 
scales," he says. “The only 
way we can seriously 
achieve time compression is 
to run everything in parallel, 
not sequentially - the clas- 
sic simultaneous engineer- 
ing." 

Currently, a dedicated tyre 
development time of two to 
three years is the norm; in 
same cases involving mod- 
estly-performing cars like 
Ford’s Ka hatchback - exist- 
ing tyres can stQl be used 
(Ka uses the closely-related 


Ford Fiesta's). “But where 
you’re talking about seri- 
ously high-performance 
•vehicles there is a tremen- 
dous of amount of work to 
be shared between car and 
tyre maker to make sure 
that suspension, braking 
systems, shock absorbers 
and tyres wnnhirw to work 
in harmony," says Mr AH- 
bert 

“In Jaguar’s case, we are 
almost an integrated part of 
their vehicle development 
team. We have a defined Jag- 
uar project team, comprising 
testing, materials and pro- 
cess development and 
research, plus quality assur- 
ance. The team works 
closely with all functional 
dements in the relevant Jag- 
uar development teams, and 
development of the overall 
pa rirag p becomes a continu- 
ous flow of activity. 

“Taking that approach 
allows a much greater 
degree , of co-adaptation of 


the technology of the tyre to 
suspension, dampers and 
brakes; between us we can 
achieve the optimum for all 

Aw fMimpntiff TrtS Tnab-fng up 

that particular sub-assem- 
bly." 

Pirelli uses Japan’s Tagu- 
chi method of ranking by 
importance individual fac- 
tors determining the charac- 
teristics of the finished tyre, 
In order to cut down on the 
huge variety of experimental 
tyres which might otherwise 
have to be built to take 
account of varying com- 
pounds, belt an g les, carcass 
components and other ingre- 
dients. From then on, things 
can become frantic. For a 
new tyre like the XKffs, pro- 
totype moulds and process 
equipment have to be cre- 
ated. including the produc- 
tion of tooling — such as dies 
for rubber extrusions - spe- 
cific to the tyre's construc- 
tion and size. 

Fortunately far the indus- 


try, sophisticated software 
allows computers to take 
over much of the work. But 
win the day come when a 
carmaker manufacturer can 
simply transfer a “virtual" 
model of a planned new car 
from its database to the tyre 
manufacturer's so the lat- 
ter’s software can design the 
optimum tyre? Most technol- 
ogy experts in the tyre 

Industry maintain that this 
is highly unlikely - at least 
until well into the next cen- 
tury. 

Even allowing for an the 
technology, says Mr Allbert, 
there is no substitute for the 
human factor. “The tyre 
industry has not yet found a 
way of predicting vehicle 
characteristics to a level 
which is sophisticated 
ennngh to be sure that the 
final result the optim um 
that can be achieved. 

“In the end, when It comes 
to the last degree of optimi- 
sation, it’s aU subjective." 


Groupe Michelin, the world's 
second-biggest tyre maker 
which has become a by-ward 
for secrecy, has opened its 
first C3M car tyre manufac- 
turing plant in North Amer- 
ica. 

In doing so. it has brought 
to a new pitch the interest 
and speculation by rival 
manufacturers over pre- 
cisely how to respond to the 
production processes, whose 
three enigmatic letters 
appear to mark a step 
change in the economics of 
tyre manufacturing. 

Like Its counterparts 
already established in 
Europe, the US plant, at 
Greenville, South Carolina, 
is indicated to be capable of 
making tyres using only a 
fraction - as little as 10 per 
cent - of the factory apace 
and only two-thirds as much 
energy as conventional pro- 
cesses, according to Michelin 
insiders. 

The new plant, part of a 
$500m expansion programme 
for MIchelin’s tyre manufac- 
turing activities in South 
Carolina, eliminates compo- 
nent manufacturing and 
assembly processes and 
should result in a reduction 
of nearly 20 per cent in per- 
unit production iftne- 

Michelin has already 
brought two similar plants 
on stream in France and a 
third in Sweden, projecting 
that more than one-third of 
its total tyre output will use 
the process by the end of the 
decade. 

While Michelin itself has 
refused to provide any 
insights into the detailed 
technology, investigative 
work by the editor of Euro- 
pean Rubber Journal, Mr 
David Shaw, has pieced 


together much of the pro- 
cess. 

The construction of the 
tyre is very different from 
conventional units, he con- 
cludes, eliminating from the 
process expensive and 
time-consuming equipment 
and processes such as calen- 
dars, large extruders and 
mixers. 

The flexibility of the CMS 
plants arises from the large 
number of individual tyre 
building machines which 
»^an be installed in a «m»ii 
space and for a given capital 
outlay, according to Mr 
Smith. Each building 
machine is flexible only in 
that several types of tread 
construction can be pro- 
duced on each building 
machine, but not varied 
sizes. Each building machine 
is of fixed width and diame- 
ter. 

Conventional build pro- 
cesses make extensive use of 
pre-man ufactured compo- 
nents In the building pro- 
cess. However, the C3M pro- 
cess uses continuous mixing 
and direct extrusion on to 
flip building mnrhinn- 

The process has been 
hailed as revolutionary by 
some industry analysts - Mr 
Stephen Reitman, of Merrill 
Lynch, has described it as 
the equivalent of a “neutron 
bomb" in terms of its poten- 
tial to reduced the size of 
workforce needed to produce 
lyres. 

Michelin’s rivals, however, 
profess to be not unduly per- 
turbed by Michelin’s devel- 
opments. Continental, Good- 
year and Pirelli, for example, 
claim to be making rapid 
progress an flexible produc- 
tion methods to suit their 
own strategies. 


Gel process may sweep 
away old practices 

John Griffiths hears of a technique that has the potential to 
save millions of man-hours in the tyre-fitting industry 


Each year, the world’s 
vehicle makers produce 
more than 40m care, vans, 
trucks and buses. Collec- 
tively, they require more 
than 250m wheels and tyres. 
At least another 500m 
replacement tyres are fitted. 

At even a tew minutes per 
unit, that means millions of 
hours are spent annually 
mounting, spinning up, bal- 
ancing and taking off 
wheels. Add to that the fact 
that several billion small 
lead weights are used uni- 
versally for balancing and 
that a few milli on of these 
will fall off during use. doing 
the environment no good at 
aTL 

The process is time-hon- 
oured . . . and self-evidently 
inefficient. Professor Norbert 
Seitz puts forward another 
scenario. 

The inside of the tyre, 
whether original equipment 
for a new car or being fitted 
as a replacement, is spread 


with a gel as it is mounted 
on the wheel and inflated. 
The first time the tyre is 
rotated towards working 
speed, the gel redistributes 
itself under the combined 
action of centrifugal farces 
and vibrational stresses 
caused by minor manufac- 
turing variations of tyre or 
wheel, or both. In effect, this 
makes the tyre and wheel 
Mwnhinnti/ni spff- halancrng - 

The company that has cre- 
ated the gel and the process 
unveiled it at Bologna’s 
motor trade and industry 
show last month, claiming a 
“quantum leap” in terms of 
both cost-saving and the pre- 
cision of wheel/tyre balanc- 
ing. 

Premature tyre wear 
caused by out-of-balance 
oscillations is also reduced, 
providing a bonus far con- 
sumers (but not necessarily 
tyremakers), according to 
Prof Seitz, the Munich Uni- 
versity-based consultant con- 


sultant to Autobalance, 
which has Its headquarters 
in London. 

Because the distribution of 
the gel adapts to change 
over time there is no need to 
rebalance the wheel/tyre 
combination as the tyre 
tread wears. Autobalance 
maintains. 

Mr Bertil Caxnehaxnmar, 
Autobalance’s chairman »»»i 
head of marketing, says one 
of the biggest development 
problems has been to create 
a gel capable of keeping its 
characteristics stable over a 
broad temperature range - 
between -40°C and -+120°C. 
Another been establish- 
ing that the gel does not 
react adversely, over time, 
with the inner tyre wall. 

The gel, 250 to 350 
grammes of which are used 
for average sizes of tyre, typ- 
ically coats to a depth of 3 or 
4mm. 

Autobalance claims to 
have arrived at a patented 


formula which is capable of 
being manufactured in vol- 
ume and forms a part of a 
complete technology without 
which “none of the big 
[auto] companies Is inter- 
ested”, says Mr Camebam- 
wiar . Work is continuing on 
the system, which must con- 
form with the car makers’ 
general insistence on pre- 
balanced wheel/tyre units 
befog delivered to the assem- 
bly line. 

Leaving aside the replace- 
ment market, which raises 
more complex issues such as 
distribution, the m a te mar- 
ket for Autobalance there- 
fore becomes the tyre mak? 
ers themselves, who 
typically mate their own 
tyres to wheels and balance 
them for delivery direct to 
flip assembly linag- 

Autobalance. owned 
mainly by Swedish Inves- 
tors, says it has spent nine 
years and more than ysfftn 
an developing the system. 


Electric vehicles make slow progress 


Continued from Page I 

market from next year. 
Under a mandate drawn up 
several years ago. Carb had 
required 2 per cent of cars 
sold in California next year 
by the leading vehicle pro- 
ducers to be EVs, rising to 10 
per cent in the year 2003. 

The main technical hur- 
dles still to be overcome in 
terms of consumer accep- 
tance have led to the 1998 
requirement being aban- 
doned. However, Carb has 


left in place the “10 per cent 
by 2003” requirement and is 
ami threatening carmakers 
with severe penalties in the 
case of non-compliance. 

JJD. Power interviewed 400 
people by telephone in 
southern California earlier 
this year. It found that the 
77 per cent of respondents 
who would not consider bat- 
tery-powered care were coo- 
pgnjprt mainly with whether 
such completely new 
vehicles were reliable, the 
availability of adequate 
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charging stations, and the 
possible complexities of 
refuelling. 

Since then, however, the 
difficulties some EV users 
have been encountering in 
respect of Inadequate range 
for the Los Angeles basin’s 
vast urban sprawl have been 
receiving considerable pub- 
licity - likely further to 
dampen Caltfom Ians’ enthu- 
siasm for the vehicles. 

GM launched the EVl last 
December in California and 
Arizona. It would have a 
retail {nice of $34,000, except 
that GEM decided the vehicle 
would be lease-only.- 

The EVl this year is being 
joined by models from 
Honda, Toyota and Ford, 
among others, some with 
more advanced batteries - 
such as Honda’s nickel-metal 
hydride units - claimed to 
provide substantially more 
range GM*s EVl. 

The EVl currently is pow- 
ered by lead-add batteries. 

GM has reduced the 
monthly lease payment on 
EVl to $399 from $530, claim- 


ing that talks with 800 poten- 
tial customers bod identified 
leasing cost as the biggest 
deterrent. Although the 
lease payment includes 
equipment for recharging 
batteries at home, GM is also 
expanding its network of 
charging stations in an 
attempt to allay potential 
lessees’ fears. 

Following the leasing 
charge cut, Carb, together 
with legislators In some 
northern US states which 
are planning to introduce 
similar dean-air rules to Cal- 
ifornia’s, are to monitor 
closely over the coming 
months the extent to which 
OTm aimar resistance to GM*s 
EVl might run deeper than 
price. They are also anxious 
to establish whether the 
f flpiwis of newer battery cars 
into the marketplace, such 
as Honda’s EV Plus batch- 
back - just entering the 
mar ket also on a lease-only 
basis - to greater range will 
prove justified and thus far- 
ther break down consumer 
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Focus: Iberia’s motor industry 


Tax initiative 
may boost 
home sales 

Spain is a leading producer, 
but its people hang on to 
elderly cars, writes Tom Bums 


Spain Is in the odd position 
of being the third-ranked 
auto producer in the Euro- 
pean Union, after Germany 
and Pr anc e, and having a 
higher proportion of elderly 
cars than any other EU 
member apart from Greece. 

At least 5m of the 15m cars 
on Spanish roads are more 
than io years old. Moreover, 
there are only some 300 cars 
per 1,000 inhabitants in 
Spain. Analysts estimate 
that a period of sustained, 
non-inflationary growth 
such as Spain appears to be 
now entering should, in a 
comparatively short period, 
lift car ownership to 400 per 
1,000 inhabitants. 

These statistics point to 
the strength of the sector in 
Spain. At a time when other 
European producers worry 
about the industry's overca- 
pacity, Spanish manufactur- 
ers take comfort in the 
growth potential of the 
domestic market 

identifying the home con- 
sumer cushion has become a 
vital exercise for the manu- 
facturers because the domes- 
tic industry is very strongly 
weighted towards foreign 
sales. Last year. L5m of the 
1.9m cars manufactured in 
Spain were exported, and 90 
per cent of the export total 
was sold within the EU. 

The sector is especially 
exposed to slumps in France, 
which accounts for more 
than 30 per cent of its 
exports. The current depres- 
sion of the French car buy- 
ing market has particularly 
affected manufacturers in 
Spain; production in the first 


three months of this year 
was down by 6 per cent on 
last year to 493,913 units, 
and exports were 9.3 per cent 
lower at 873,601 units. 

The 1996 figures for the 
industry were more encour- 
aging because, while produc- 
tion and exports numbers 
remained flat, registrations 
In Spain increased by 9.2 per 
cent to just over 911,000. 
This total should be com- 
pared to the Llm cars regis- 
tered In 1969 - the peak year 
for domestic cars sales - and 
to the industry's belief that 
annual domestic registration 
should be in the region of 
1.2m. 

Industry thinking revolves 
around stimulating domestic 
demand. In this sense a 
recent government initiative 
which offers tax rebates for 
the replacement of cars that 
are more than 10 years old 
could hold out further hope 
for the manufacturers 

MnriaTleri nn a riwllur ini- 

tiative in Italy, and unlike a 
1994 incentive that limited 
the tax cut to a 12-month 
period, the government’s 
Prever plan offers PtaSQ.000 
for replacement purchases 
on a permanent 

The rebate is roughly the 
equivalent to the 7 per cent 
sales tax levied on «maii cars 
and it is therefore aimed 
very clearly at spurring a 
domestic industry that is 
overwhelmingly based on 
production of small vehicles. 

Anfac, the umbrella asso- 
ciation for Spain's auto pro- 
ducers. is somewhat cau- 
tious about the impact of 
Prever. and forecasts that 
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the plan's incentives will 
prompt only a modest 
growth of some 60,000- addi- 
tional units in the second 
half of this year. Analysts 
are more upbeat; shares in 
Renault, the French group 
which like other multina- 
tionals concentrated pro- 
duction of small cars in 
Spain, increased sharply on 
the Paris exchange when the 
Prever plan was unveiled. 

As it awaits demand to 
pick op both at home and 
abroad, Spain’s auto sector 
reassures itself with what 
Anfac claims are the key 
strengths of the domestic 
industry; modem factories; 
the depth and efficiency of 
the domestic components 
industry; and the competi- 
tive unit-labour costs of 
Spain’s auto-workers. 

Such points are used to 
<aim fears that the plants in 
Spain operated by the multi- 
national car groups could be 
the object of downsizing or 
even re-location. 

The most modem domestic 
plant is the one opened at 
Martoren, outside ’ft aregkma , 
by Seat. Volkswagen’s Span- 
ish subsidiary, Martorell will 
probably be the last new 


major auto manufacturing 
facility to be built in western 
Europe, and it has already 
undergone renovation that 
has doubled productivity. 

Seat, once state-owned and 
stm the biggest producer for 
the home market, 
that it has put its financial 
troubles of the early 1990s 
behind It With its profit and 
loss account back in the 
black, VW*s Spanish unit 
plans to invest Ptal20bn in 
new models by 2000. 

Substantially increased 
efficiency claims are also 
made by the trio of French 
producers - Citroen, Peugeot 
and Renault — which are all 
long-established in Spain. 
GM^ Opel, which, in the 
mid-1980s, was the last of the 
multinational producers to 
set up in Spain, last year 
manufactured more units at 
Its plant naar Zaragoza — 
491,700, of Which 437,705 
were exported - than any 
other auto group in the 
country. 

Restructuring programmes 
conducted by the domestic 
industry have focused, as 
elsewhere in Europe, on 
building up local component 
manufacturers. The para- 


digm in this respect is the 
supplier park that Ford has 
attracted to its plant near 
Valencia in order to back up 
the production of the Ka, a 
gmaii car la unche d there last 
year on. the back of a $20 lm 
investment 

The supplier park, occu- 
pied by 13 Spanish sub-as- 
sembly and component man- 
ufacturers, is said to be the 
last word in lean manufac- 
turing” systems. The park 
delivers parts direct to the 
Ka production line in the 
Ford plant by way of over- 
head conveyor belts. 

Ford calls this system 
Direct Automatic Delivery, 
and claims that it represents 
a significant advance on the 
“just in time" delivery con- 
cept developed in Japan 
because it totally intergrates 
the supplier park to the 
manufacturing p roce ss . 

The pioneering move at 
the Ford plant underlines 
the adaptability of the 
domestic industry. As long 
as Spain's man nfa rtnrprn are 
able to demonstrate competi- 
tive responses along the 
lines of the US producer, 
they will be able to meet the 
challenges of over-capacity. 


Success brings 
its own worries 

State incentives help to make 
Portugal an attractive 
proposition, says Peter Wise 


Car assembly and 
component manufacture has 
gained considerable weight 
in the Portuguese economy 
over the past decade, 
modernising industry and 
creating jobs but also raising 
concerns over the country's 
dependence on a sector that 
is highly sensitive to eco- 
nomic cycles. 

The automobile sector 
accounts for more than 15 
per cent of Portugal’s total 
exports 18 per c gnt of its 
exports to the rest of Europe. 
In 10 years, the annual turn- 
over has' grown from $25(to 
to $3JSbn tv*** number of 
cars assembled has risen 
from 85,000 in 1985 to more 
than 160,000 in 1996. 

Leading manufacturers, 
including Ford, Volkswagen, 
Opel, Mitsubishi, Citroen 
and Renault, have invested 
strongly In assembly and 
component plants in Portu- 
gal, cre a ti ng dose to 7,000 
jobs. Parts production 
involves engines, transmis- 
sion systems, brakes, sus- 
pension systems, body work, 
interiors, tyres, radios and 
other electric and electronic 
components. 

By far the biggest plant 
and the largest foreign 
investment in. Portugal to 
date, is AutoEuropa. The 
$2.54bn joint venture by 
Ford and Volkswagen, inau- 
gurated in April 1995, pro- 
duces toe Ford Galaxy and 
the Volkswagen Sharan, 
multipurpose vehicles 
CMPVs) that aim to mmhtnp 
the comfort of a passenger 
car with the size of a mini- 
bus. 

AutoEuropa’s plant at Pal- 
med, south of Lisbon, has 
created 3,600 jobs in the fac- 
tory itself and related com- 
ponent Hian irfaphirox, more 
than half the total employ- 
ment in Portugal’s automo- 


bile sector. The plant was 
designed with a capacity of 
180,000 vehicles a year, arid 
at current levels of produc- 
tion — almost 120.000 
vehicles in 1996 - alone 
accounts for about 2.7 per 
cent of Portugal’s annual 
gross domestic product. 

An Important positive 
effect of automobile sector 
investment has been the 
upgrading of Portuguese 
Industry in terms of techno- 
logical capacity and work- 
force drills. In AutoEuropa’s 
body shop. for example, 173 
robots apply 60 per cent of 
4,800 welding spots. 
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Big automobile investors 
have been attracted to Portu- 
gal by a high level of govern- 
ment Incentives, but also by 
the learning capacity and 
motivation of workers and 
their low strike record. "Por- 
tugal proved to be an excel- 
lent choice for locating our 
AutoEuropa assembly 
plant," says Mr Albert Cas- 
pers, chairman of Ford 
Europe. "The national and 
local governments worked 
well with us in the develop- 
ment phases, and the quality 
and enthusiasm of the work- 
force have been outstand- 
ing." 

Before the launch of 
AutoEuropa. Ford Automo- 
tive Components Division 


opened a plant in Palmate in 
1993, originally intended to 
produce about JW3000 car ste- 
reo systems a day. The fac- 
tory now exports more than 
gjjgo systems a day as wen 
as dedicating 40 per cent erf 
production to dashboard 
consoles, airbag modules 
and other components, rising 
a technologically advanced 
production system requires a 
high level of technical sJdn 
form its 1,600 employees. 

Citroen Lusitana, the Por- 
tuguese subsidiary of the 
French carmaker, has 
invested Es2bn to double 
production at its Mangualde 
plant in northern Portugal 
to 120 Saxo cars a day, dou- 
bling its workforce to 661 
employees. The plant now 
plans to export 50 per cent of 
production that was previ- 
ously all sold in Portugal. 
Sales reached about Esl*L5bn 
in 1996, EslObn more than 
when Citroen began assem- 
bling cars in Portugal in 
1984. Citrofcn’s production 
line in Portugal has so far 
turned out 22 different mod- 
els, an average of one new 
model a year. 

A negative dimension to 
the strong growth of the 
automobile industry in Por- 
tugal is the economy’s 
increasing reliance on the 
sector for jobs and growth. 
The risk was highlighted by 
the French and Spanish 
truck drivers' road and bor- 
der blockades in March that 
forced temporary shutdowns 
or production cutbacks at all 
Portugal’s main car plants 
with costly consequences for 
company balance sheets and 
Portuguese export growth. 

The Socialist government 
has also stepped in to pre- 
vent the threatened closure 
of Renault’s car assembly 
plant in Portugal that would 
have caused the loss of 760 
jobs. The government has 
acquired 70 per cent of Ren- 
ault’s holding in the plant, 
which it plans to modernise 
and sell to another interna- 
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the 

fee offered onl 
prescription? 


If road rage is triggered by an invasion of personal space then 
surely the capacious 4x4 Musso should be prescribed on the NHS as 
a cure for the angst. 

There’s more head room, more knee room and ‘luggage space 
defeats all comers’ reports ‘What Car? 7 Space to stretch out, leaving 
occupants with nothing to get uptight abort Tranquillity further 
assured by anxiety-free Mercedes-Benz designed 2.9 diesel or 3.2 
220ps petrol power, a 3 year/60,000 mile* warranty and 3 years 
free home and roadside assistance. 

Off road rage is also effectively treated. Selectable 2WD/4WD 
and permanent 4WD models affirm you keep a grip when the going 
gets tough. But what price is all this inner calm? From just £16,610 
so you needn’t go purple at prescription charges either. 



A NEW BREED 
OF 4x4 


CALL 0990 100571 FOR YOUR NEAREST DISPENSARY. 








